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T he American Way senes has been planned to serve the 
needs of pupils and teachers who are seeking vital subject' 
matter for their work m the social studies. In order to clarify 
the abstractions of civics and at the same time bring out more 
strongly than ever the significance of citizenship, the volumes of 
this series offer separate units of content, organized around msti' 
tutions or trends which are characteristic of life m a democracy. 
Thus it is hoped, by starting from the concrete and famihar 
things of the pupil’s everyday experience, to insure a more in' 
telhgent approach toward an understanding of today’s problems. 

Our present task is to adjust our institutions to a changing 
society and economy. Livmg in a democracy, we gain our salva' 
tion the hard way, by trial and error. Through excess of energy 
or sheer independence of spirit we have despoiled the resources 
that were our natural inheritance, and now must struggle to 
restore them or to conserve what is left. Having developed a 
technology which is the marvel of the world, we must teach our' 
selves and our children the knack of accident prevention in order 
to escape the physical consequences. In our pursuit of happi' 
ness we have utilized that technology to create untold wealth, 
only to produce widespread social msecurity m place of the 
anticipated prosperity for all. Because our schools are our great' 
est public trust, we have too often made them battlefields for 
conflicting mterests and proving grounds for wasteful experi' 
ments. And yet, toilsome though constructive effort may be, we 
would not for anything change the procedure, for this is our way 
— the American way. 

“Surely education for hfe must follow life,” says New York 
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State’s Report on the Regents’ Inquiry,^ “and the educational 
program, through the secondary school at least, should endeavor 
to rise above the artificial academic departmentalisation which 
has characterised it in the past, and strive for a broad and life' 
like plan of study and growth.” This same report anticipates the 
appearance of such a project as the American ’W^ay series 
when It refers to “the cooperative effort set in motion by edu' 
cators to develop new and up-to-date materials which furnish 
the broad picture because they start with the common affairs of 
hfe, are scientifically accurate because they come from the joint 
efforts of specialists, and are readable because they are put into 
words by those who are skilled in writing for the intended 
users.” 

Each volume of the American Way series is a self-contained 
whole, each contributes to an understanding of the functioning 
of institutions in a democracy. For schools which prefer to or- 
ganize their social studies programs around individual basic 
texts, any one of the American Way titles may serve as the 
core of a semester’s work. For those with curricula calling for 
individual research and extensive reading, all the volumes will 
be valuable additions to the classroom library. The purpose of 
the series is one of introduction and orientation, suited to the 
needs and objectives of secondary schools. The pupil who has 
been brought to grips with such human problems as conserva- 
tion, public opinion or security will have acquired the back- 
ground which makes civics, economics and sociology meaning- 
ful. “By Its mtrmsic nature,” says Charles A. Beard, “social 
science requires some picture of the process in which we live 
and work and when it is realistically conceived it must deal' with 
what is here and now and also with what is emerging from the 
here and now.”^ 

^ Luther Halsey Gulick Education for American Life A New Program for the 
State of New York The McGraw-Hill Book Company 1938 Pp 29-31 

^ Charles A Beard A Charter for the Social Sciences Part I Report of the 
Commission on the Soaal Studies Charles Scnbner's Sons 1932 P 56 
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O ur goal in life is happy, abundant, creative Living. In our 
efforts to achieve that ideal we are constantly engaged 
in the process of consumption. To supply our physical wants 
we consume such tangible things as food, clothing, heat, and 
shelter, and such services as transportation, recreation, and 
professional skills. To satisfy other vital human needs, for m' 
formation and imderstandmg, for incentive and encourage' 
ment, we consume the content of books, the guidance of teach' 
ing, the'faith of rehgion, and the beauty and inspiration of 
great works of art. 

Our mterests as consumers are therefore the foundation of 
most of our desires and efforts, both as individuals and as mem' 
bers of organized social groups. The achievement of those in' 
terests is a motive of primary importance underlymg our 
social, economic, and political mstitutions. 

Perhaps because our needs and interests as consumers are 
so important and so universal, we have tended to take them 
for granted. And having taken them for granted we have been 
inclmed to neglect them, to overlook the problems which they 
present, and to disregard the essential part which they play 
in all of our modem problems. 

A significant development of the past few years has been 
an increased recognition of the importance of our interests as 
consumers. Economic problems have become very personal and 
very pressing to most of our population. The need for better 
economic conditions has been so urgent that we have hstened 
to numerous proposals for improvement. Many such suggested 
changes appeal particularly to the welfare of one class or eco' 
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nomic group as against that of another. In contrast with' such 
plans, an approach which is based on the satisfaction oh our 
interests as consumers appeals to the one interest which we 
all have m common. For we are all consumers, and as con^ 
sumers our mterests coincide with those of all our neighbors. 
As consumers we have no class distinctions. We can work 
toward common goals. It is for this reason that the increased 
attention to consumer mterests is one of the most hopeful of 
modern developments, one that should be understood and 
encouraged. 

Increased emphasis on the consumer’s point of view has 
manifested itself in many ways. Public mterest is reflected in 
the space given in current periodicals to consumer problems, 
and m the number of books published on the subject. Numerous 
organi2;ations, some of which have been founded for 'that ex' 
press purpose, give attention to the consumer. Our educa' 
tional mstitutions are constantly devotmg more time and energy 
toward an understanding and appreciation of our mterests as 
consumers. In our high schools especially there has been an 
attempt to offer an opportunity to study the most essential 
aspects of consumer problems. 

This book has been written to meet the need for introduc' 
tory material for those studying their interests as consumers. 
It has been organmed primarily from the point of view of the 
needs of a high school course m social studies, but its adapta- 
bility to other groups and other courses has been constantly 
kept in mmd. It is hoped that the material in this book may be 
used not only as a basic text m consumer education, but also 
as supplementary material for other courses m social science, 
in orientation, business and home economics courses, as well 
as by adult groups mterested in the subject. 

The mam purpose in writing this book has been to present 
an understandmg of the importance of our interests as com 
sumers, the major problems which we face in achieving those 
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interests, and the various methods by which consumers are 
attempting to attam their goal of a better standard of living. 
The book is not a buymg guide; nor has any attempt been 
made to evalute specific commodities and services. The em^ 
phasis is rather on the achievement of an understanding of our 
problems and how they developed; a knowledge of the facts — 
or Jaow to ascertam those facts — ^necessary to their solution; 
and a recognition of the responsibihty of all citi2;ens in a 
democracy to act mtelligently after an honest consideration 
of aU sides of a question. 

The suggested activities at the end of each chapter are 
designed primarily to develop independent thinkmg and judg-- 
ment. They are not meant to be complete, but to suggest fur' 
ther kinds of activities to be related especially to the needs and 
interests* of those using the book. The references listed are 
hmited to those selected from the point of view of their value 
and availability, and sources of additional bibliographies are 
given. 

There are several persons to whom I owe gratitude and 
appreciation for the encouragement and assistance they have 
freely given. Miss Ruth Ersted, Supervisor of School Libraries 
for the State of Mmnesota, read and offered helpful criticisms 
of much of the manuscript, and gave valuable assistance in 
the preparation of the bibliography. My thanks are also due 
to Dr. A. B. Caldwell, Deputy Commissioner of Education in 
Minnesota, for his suggestions m regard to both organisation 
and content, and to Dr. John G. Rockwell, Minnesota Commis' 
sioner of Education, not only for helpful suggestions but also 
for his recommendation of a leave of absence which made it 
possible for me to ■write this book. Finally I wish to express 
my thanks and acknowledge my indebtedness to my husband, 
George W. Jacobson, whose first'hand knowledge, experience, 
and understanding of consumer cooperative organisation has 
been an invaluable contribution. 


D. H. J. 
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CHAPTER I 

OUR INTERESTS AS CONSUMERS 


I nterest in consumer movements is new to the United States. 

It has grown up withm the past few years. Throughout most 
of our history we have had labor movements and agrarian 
movements, through which workers and farmers have tried to 
achieve conditions which would insure them a better standard 
of living. But not until recently have the American people 
begun to work toward that same goal, a better standard of 
living, by means of an emphasis on the needs which we all 
have in common, our interests as consumers. 

We have heard much, especially since the beginning of the 
depression of the nineteenthirties, of the “forgotten man.” 
He IS supposed to represent the person for whom little or 
nothing has been done, the person who has been forgotten 
when laws have been passed, or organizations set m motion, 
to benefit certain groups of people. And often, lately, we have 
heard it said that the consumer is one who has been forgotten. 
But certainly, since we are all consumers, it would seem 
strange if we should all forget about benefits to ourselves. Let 
us consider briefly what reasons there might be for calling the 
consumer the forgotten man. 

0.ur attitude toward our mterests as consumers may be 
illustrated by discussions that take place in Congress, and 
in newspapers and magazines, whenever legislation which aL 
fects economic welfare is being considered. The tariff question 
is a good example When Congressional committees are con-- 
sidering what kind of tariff law to enact, they offer opportune 

1 
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ties for representatives of various groups to state - their 
arguments before the committees. Such representatives .may 
give their reasons why the rates should be high or low. They 
may state their opmions with regard to what products should 
be subject to tariff duties Usually the groups that are repre- 
sented are directly mterested in a certain product. 

Wool growers wiU want a high tariff on raw wool, so that 
foreign products will not compete with the wool they produce. 
On the other hand, the manufacturers of woolen cloth will 
want a low tariff on raw wool, so that they will not have 
to pay so much for the raw material they use in manufacturing. 
But they will favor a high tariff on woolen cloth. So it is with 
thousands of products. 

Although in the end the tax is really paid for by everyone 
who buys woolen goods or articles made of wool, jtheir in- 
terests have usually not been presented very forcefully before 
the committees, if they have been presented at all. An in- 
crease in the cost of winter coats may affect millions of con- 
sumers who have no very effective way of telling Congress 
whether or not they thmk they should be required to pay this 
increase. On the other hand, the arguments of the producing 
groups directly interested are presented with much emphasis 
by men skilled in the arts of persuasion. This, then, is one 
example of the consumer bemg forgotten. 

If It IS true that in this and many similar respects the con- 
sumer has been forgotten, what are the reasons for this neglect? 
The reasons are many, but m the end they can be traced back 
to the fact that the consumer himself has forgotten his mterests 
as a consumer. To illustrate this we need only go back to the 
case of the tariff on wool and the price of overcoats. The 
groups that lobby for high tariff are very much concerned with 
the law. To them it means large sums of money To the man 
that buys one coat it may mean only a few dollars. He would 
prefer to buy his coat for less, but he does not usually think 
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that the small saving that might be possible is worth troubling 
about. 

The average consumer does not reali2;e how much the prices 
which he pays for articles m everyday use have been affected 
by protective tariffs. An article in Consumers' Guide has given 
an mterestmg illustration of the extent of tariff protection. The 
first thmg m the mommg a consumer is aroused by an alarm 
clock protected by a duty of 164 per cent. He shaves with a 
safety ra2;or on which the tariff rates are from 156 per cent to 
233 per cent, while his wife lights the stove with a match 
protected by a duty of 100 per cent. The woolen clothmg 
which he wears was subject to a protective tariff of 89 per 
cent. For breakfast he drmks coffee which was marlp- in an 
aluminum pot protected by a 61 per cent duty, from a cup 
which was protected by a duty of 67 per cent. When he leaves 
for work he wears a felt hat on which there is a 117 per cent 
duty. If, during the day, he buys toys for his children he is 
buying them at prices protected by a duty of 118 per cent. 
Throughout his life he pays these and many similar duties. And 
even when he dies his memory is honored by a tombstone, pro' 
tected by a 60 per cent tariff.^ 

The consumer who has failed to become concerned with the 
effect of tariff laws on his cost of hvmg is usually unaware of 
the extent to which protective duties are paid by him. He 
seldom considers that if a milhon people were to save a few 
dollars m purchasmg overcoats the total saving would con- 
stitute a considerable sum. And if he does become aware of 

^Consumers* Guide, Vol 2, No 11, March 25, 19S5, pp 3-6 Note that 
these figures were cited before the drawing up of reciprocal trade agreements 
which may have lowered some of the duties. This article points out, on page 4, 
that “The argument that protective tariffs maintain high wages is incorrect. 
A recent study of 36 protected and 36 unprotected American industries has 
shown average wage rates to be consistently higher in the unprotected group. 
Moreover, the lowest wage rate in the unprotected industries was almost exactly 
the same as the highest in the protected industries 
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the possible savings, he is likely to feel that there is very little 
he can do about it. 

In other ivords, most consumers recognize, if they stop to 
thmk about it, that as mdividuals they have very little in- 
fluence. Few of them have until very recently considered the 
immense power they would have working together. And few 
have realized the vital importance of their interests as con- 
sumers. 

Just what are our interests as consumers? How important is 
the part that consumption, or the act or process of consuming, 
plays m our lives? We all recognize that we are consu^iers 
when we are eating our dinner, because then we are consum- 
ing or usmg up food that is needed for our health or enjoy- 
ment. We can readily see that we also consume clothes, for we 
“use up” our clothing, though fortunately not so rapidly as 
we use up food. We are also consumers of houses, furniture, 
and such things as coal, gas, and electricity which are needed 
to make livmg in our houses possible or comfortable. In these 
three fields of consumption, the securing of food, clothing, and 
shelter, we find our three primary needs as consumers. But 
there are many other things we need to consume which, al- 
though they may not be as necessary to bare existence as food, 
clothing, and shelter, are extremely important in providing us 
with the kind of hfe that is really worth living. 

We are all consumers of recreation in one form or another, 
whether we read a book, watch or participate in games or 
athletic contests, admire a painting, or listen to a concert. 
When we attend the movies we are consuming or making use 
of the services and talents of many people. We are making 
use of the material and workmanship that went into the con- 
struction of the theater and its furnishmgs, as well as the acting 
abihty and technical skill of the actors and directors who made 
the picture. In the price we pay for the ticket we are helping 
to pay for all those thmgs and many others. When we listen 
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to the radio we are consumers not only of the radio itself but 
of the talents of the artists or speakers who are performing 
for our benefit. 

Thus far we have seen that we are all consumers of food, 
clothing, shelter, and recreation. In looking over these fields 
of consumption, it is clear that we consume both goods and 
seryices. Articles of food are consumers’ goods, but whenever 
we sit down to dinner we are consumers not only of the food 
itself but of the services of those who prepared and served it 
We are consumers not only of the clothes we wear but also of 
the services of the dry-cleaner and launderer. Similarly, we 
are consumers of the services of plumbers, repair men, and 
pamters who are needed to keep our houses m good condition. 
In the field of recreation there is an even greater proportion 
of services. In some fields of our mterests as consumers, services 
rather than goods are of greatest importance. 

One of these fields is that of education. In school we are, 
it is true, consumers of the goods which are used in the school 
buildmg itself, of books, pencils, and paper; but far more im- 
portant, we are consumers of the services of the teachers. Edu- 
cation is one field m which, here in America, we have always 
recognizied emd tried to meet our needs as consumers. For the 
importance of public education has been recognized since the 
beginning of our history. Our governmental units, local and 
state, and to a lesser extent the federal government, have as- 
sumed the responsibility of providing some kind of education 
for all of our citizens. 

Medical care is another important field of consumers’ serv- 
ices. We do not need to be told that without health we cannot 
enjoy fuUy the consumption of any of the thmgs we want, we 
cannot get the most out of education, or do our best in our 
work. And so as consumers we urgently need the services of 
doctors and dentists, nurses and hospitals, and the public health 
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agencies which guarantee the purity of our water supply and 
protection against epidemics. 

Consumers’ services are numerous and varied. We need the 
services of the beauty parlor operator and the barber, as well 
as those of the street-'car conductor and the railroad engmeer. 
The services of the policeman and the fireman are necessary to 
our safety. Economists have pomted out that, m the broadest 
sense, we are even consumers of battleships, smce they are 
necessary for our protection. 

And finally, we are m need of such mtangible things as 
guidance, moral courage, and mspiration. Thus we are also 
consumers of the services of leaders and teachers of religion 
withm our churches and other religious institutions. 

Before we can consume, someone must have prod&ced the 
thmgs we use. That fact becomes increasingly significant as 
civili2;ation becomes more and more complex. In the most primi- 
tive forms of society which existed in regions where the climate 
and vegetation were most favorable, people had to do very 
little work in order to live. And while we may momentarily 
envy the carefree savage who could pick his dinner from the 
trees, who needed little shelter from the elements, and whose 
clothing problem was nonexistent, no one would really want 
to go back to the insecurity of that kind of life, even if it were 
possible. Today, in order to provide the goods and services 
we need, most persons who are not too young, too old, or too 
ill are producers as well as consumers. 

Just as we consume both goods and services, we must pro- 
duce them both. The doctor who treats the sick is a producer 
just as much as the farmer who raises food and the laborer 
who works m a flour mill or factory. All those who work are 
producers, whether they labor m the fields, at a desk, in a 
scientific laboratory, or in the home. Therefore, while we are 
all consumers, nearly all of us are also producers during a large 
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part of our lives. The only exceptions are those few who are 
never able to work and those who have inherited enough 
money to supply them with aU they want without any effort 
on their part. 

Smce nearly all of us are producers, it is important to con' 
sider how our interests as producers are related to our m' 
terests as consumers. As workers we want the conditions under 
which we work to be as favorable as possible, but above all 
we want the wages, salary, or mcome from our work to be as 
large as possible. We need that income to secure all the thmgs 
we need to satisfy our mterests as consumers. The principal 
reason we work, earn money, are interested in better and 
more stable mcomes, is because we want to be able to consume 
more of what we need and desire. 

No fcBr'Sighted mdividual is satisfied with an income which 
IS no more than sufficient to provide his immediate needs as 
a consumer. Whenever possible he puts aside a certam part 
of his income in some form of savmgs instead of consuming 
It all. This IS not because he does not want to use that money 
for consumers’ goods and services, but rather because he wants 
to have it available to use for those purposes m the future, 
either for himself or his family. His motive in savmg money 
IS the same as his motive in spending it, to provide for his or 
his family’s interests as consumers. 

Nations as well as individuals are interested m saving. In 
the case of the nation, this savmg takes the form of the com 
servation of natural resources. As soon as the people m any 
country become sufficiently aware of the importance of pro' 
vidmg for their future needs they take steps to see that their 
resources of soil and water, mmes and forests are not all ex' 
ploited for the benefit of the present generation alone. They 
try to see that all of their natural resources are used and de' 
veloped wisely so that both present and future generations may 
receive the greatest possible benefits. A wise conservation policy 
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IS concerned with the consumers’ interests of all the people, 
now and in the future. 

We are, therefore, all consumers all of the time, not only 
of goods but of services as well Our interests as consumers ui' 
elude our interests in securing the food, clothing, and shelter 
that make livmg possible, and the education, recreation, and 
other services that make living worth while and happy. It is 
clearly impossible to discuss thoroughly all of the important 
problems m such an alhinclusive field in one book. What we 
shall try to do is to gain an understandmg of the major prob' 
lems which we have as consumers, the reasons why these 
problems are significant, and the methods by which we in the 
United States are trying to solve them. It is of greatest impor- 
tance that all of the people in a democracy such as ours should 
be able to act intelligently with regard to these problems. The 
extent to which we are able to solve them democratically will 
be a major factor in determinmg our future as a prosperous 
and free country. 


SUGGESTED ACTIVITIES 

1. Make a list, as complete as possible, of the kmds of goods 
and services which you have consumed during the past week. 
Compare your hst with those of other members of the class. 
Then check your list to discover the following (a) How many 
of the products you consumed did you either buy yourself or 
help to choose? (b) How many were purchased by members 
of your family? (c) How many did you produce for yourself? 
(d) How many of the consumer services which you made use 
of during the past week were paid for either by yourself or 
members of your family? (e) How many of the services did 
you use free of charge? How were they paid for? (f) How 
many of the consumer services which you listed were provided 
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by your local government? By your state government'? By the 
federal government? 

2. What are some other goods and services which you wanted 
but which you did not get"? What are some of the reasons why 
you did not get them? 

3. Try to find a current news item or magazime article dealmg 
wi^ some important economic problem in which there are m' 
dications either that the consumer is “forgotten, or that he is 
not bemg forgotten. 

4. Consider ways in which you, as a consumer, benefit from, or 
are affected by: (a) strikes; (b) labor relations laws; (c) dust 
storms on the western plains, (d) soil conservation programs. 

5. An interestmg “Quiz program'” can be conducted by divid' 
ing the group into two sides. Members of one side name laws, 
govemm'ent activities, and events which are not ordmarily com 
sidered as affecting consumers. Members of the other side must 
explam in what ways such activities and events do affect their 
interests as consumers. 





CHAPTER II 

DEVELOPMENT OF CONSUMER 
INTERESTS 


CONSUMPTION IN EAKLY AMERICAN LIFE 

O ur consumer problems are of first importance to all o^ us. 

Then why have they occupied so little of our attention 
in the past? One answer to this question may be found in our 
historical development. Nothmg can show the contrast be- 
tween the consumers’ interests of early American settlers and 
those of Americans today more clearly than a comparison of 
our daily hfe with that of the American colonists. 

The American pioneer and his family produced most of the 
essentials of everyday life. His house was usually built by him- 
self, with the help of his neighbors, from logs which he had 
secured from his own land Most of his furniture was home- 
made. He was fortunate if he had been able to secure glass 
windowpanes, for many of the early settlers had to be content 
with oiled paper wmdows, protected by wooden shutters 
agamst wind and rain. 

It was very difficult to secure the few manufactured goods 
which were necessary to build a house. Nails were almost a 
luxury. At one time m colonial history they were so valuable 
that people who left one place to move to another would burn 
down their old houses m order to rescue the nails from the 
ashes and use them again in buildmg their new ones. This 
custom even became so prevalent that the colonial government 
m Virginia, in order to prevent the destruction of buildmgs, 

10 
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offereH to give to those who left their old houses intact as 
many nails as remained m the old buildmgs. 

Kettles, pots, and pans were articles which had to be put' 
chased, but many kitchen utensils were made at home. Bowls 
were carved from wood, and gourds were often used as drmk' 
mg cups. First, pme knots bummg m the fireplace, later candles 
made from tallow, beeswax, or wax from the bayberry bush 
supphed light at night. Clothmg was made from cloth of wool 
or flax which had been raised on the farm. The thread had 
usually been spun at home, and frequently the cloth had been 
woven on a hand loom by members of the family. 

A good illustration of the extent to which nearly all of the 
goods used were produced at home is found in an old letter 
from a farmer which was pubhshed in a newspaper in 1787, 
two years before the Constitution of the United States went 
mto effect. This farmer wrote- “At this time my farm gave 
me and my whole family a good living on the produce of it, 
and left me one year with 150 silver dollars, for I never spent 
more than ten dollars a yesir which was for salt, nails, and the 
hke. Nothing to eat, drink, or wear was bought, as" my farm 
provided all.”^ 

This farmer and his family were almost completely self- 
sufficient. Except for a very few articles, they could produce 
all they needed. For that reason an mcome of “150 silver dol- 
lars” meant to them real prosperity. But as the country grew 
in population, as trade developed and roads were built, people 
became mcreasingly dependent on products from other places, 
and it became more and more important for them to secure 
larger mcomes with which to buy those products. 

The change was slow and gradual and is still gomg on. It 
began early in our history. In many cases the production of 
goods was not at first taken completely out of the home. Only 
certain steps in the manufacturing process were done outside. 

^ Earle, Alice M , Home Life in Colonial Days, N Y., 1898, Macmillan, p 158. 
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The first step, for example, m the change from home produc' 
tion of candles was taken when wandering candle-makers'went 
from village to village equipped with molds for making candles. 
Each family still prepared its own tallow or wax, but instead 
of making candles by dipping them agam and again mto the 
melted wax, the candle^maker made them m his molds. A sim- 
ilar development occurred in the manufacture of cloth. Lopms 
were large and unwieldy, and occupied more room than could 
be spared conveniently in most homes. Consequently looms 
were built and operated commercially. Yarn which had been 
spun in the home from wool raised on the farm was taken to 
the loom to be woven into cloth. The dyemg of yarn and cloth 
was another process which was taken out of the home while 
the spinning of the yam or thread was still a home industry. 
Step by step people were becoming more dependent on others 
for securing their needs as consumers. 

The change from production of goods in the home and by 
individual craftsmen to their production in factories was part 
of the industrial revolution, a change which had begun in 
England before the time of the American War of Independ- 
ence, and which is still going on. The tremendous effects of 
the mdustrial revolution on our problems as consumers will be 
brought out later. First let us consider what consumer prob- 
lems were faced by Americans before and during the early 
phases of the industrial revolution. 

Perhaps the most significant factor is the extent to which 
the early settlers produced for their own consumption. This 
had several important results. In the first place, goods were 
usually produced only when they were needed. There was no 
occasion to estimate how great the demand might be for most 
products, as there is today. By means of the crude, slow proc- 
esses of manufacture of that time it was all that people could 
do to supply their most urgent immediate needs. Contrast this 
with the problem of the manufacturer of today, who is faced 
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with a loss if he produces more shoes, or automobiles, or 
breakfast food than the people will buy. He not only has to 
try to tell m advance how much can be sold, but he under' 
takes expensive advertising programs to help sell his product 

In the second place, as long as goods were produced in the 
home by those who were gomg to use them, or by craftsmen 
who were known mdividuaUy by those who bought their prod' 
ucts, the problem of recogni2;mg the quality of the goods was 
almost nonexistent. This does not mean that goods were nec' 
essarily of better quality. Homespun woolen cloth may have 
beei\ coarse, rough and uneven; it could not possibly approach 
the fine texture made possible by modern methods of manu' 
facture. On the other hand, the homespun materials usually 
had many times the wearmg quahties of goods that can be 
purchased today. But whatever the quality, it was known by 
the user. If goods had been made by himself or members of 
his family he could be sure that every effort had been made 
to produce the best possible. He could be almost as certam of 
the quality if the goods had been made by a local craftsman 
whom he knew, and whose busmess depended on his reputa' 
tion for making excellent products. 

But if the problem of knowmg the quality of consumers’ 
goods was much simpler than it is now, the problem of securmg 
sufficient quantity was much greater. Unless the early settler 
could produce what he needed the prices which he had to 
pay were high because of the scarcity of goods Many of the 
thmgs which we now regard as necessities were nonexistent 
Others were rare and expensive. A few raw materials were 
more plentiful, however. If men burned down houses in order 
to salvage the nails which had been used in their construction, 
it mdicates not only that nails were scarce, but also that wood 
was plentiful. It would be difficult to find any place today 
where the wood used in buildmg a house would not be of far 
greater value than the nails. 
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American pioneers were far less dependent than we arc on 
trade with other communities But it should not be assumed 
that each individual or family was completely selhsulEcient. 
Many of their needs could be satisfied only by cooperation 
with their neighbors. And frequently people in areas even 
larger than immediate communities worked together to get the 
things they needed to consume. 

When settlers moved ever farther and farther mto the urn 
developed West they seldom went alone From the earliest 
periods of our history we find stories of the organiziation of 
groups of famihes to travel west by covered wagons. Once 
the new location had been reached the construction of the first 
houses was often a community affair. Informal cooperation 
among neighbors enabled them to clear their land and harvest 
their crops more easily than they could have done' workmg 
alone. Thus the securmg of consumer goods was dependent on 
group action. 

There was an even greater degree of cooperation among 
early Americans in providmg themselves with consumers’ serv- 
ices. Recreation was a feature of community life which neigh- 
boring groups of people provided almost entirely for them- 
selves. It was often combined with work. When one reads 
accounts of bam-raismgs, husking bees, and quilting parties it 
is hard to decide whether the work, or the fun which accom- 
panied it, was uppermost in the minds of the participants. 

The provision of educational services was accomplished less 
informally. Local governmental units very early assumed the 
obligation of providing public schools on an elementary level 
in all of the northern states. Secondary schools, colleges, and 
universities supported by the government followed. Education 
has been one consumers’ service which Americans have never 
been content to have provided only to those who could pay. 
Even the earliest of the private elementary schools in the New 
England colonies were usually open to the children of those 
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who could not afford to help support the school. But education 
was too important to be left to private support alone. There' 
fore, so that all might have the benefit of schools, education 
has become a major activity of government. 

There are many other services which in their nature are so 
important for the welfare of the public that they have become 
duties of government Fire protection was sometimes provided 
in colonial cities by private cooperative organisations, sup' 
ported by those individuals who paid to have their property 
protected. But it was soon found to be most impractical for a 
fire'fighting organisation to put out fires only on the property 
of the members A fire m the house of a nonmember could 
spread too easily, endangering the houses of members. Con' 
sequently fire'fightmg became a tax'supported duty of the 
government. 

Postal service has been provided by the federal government 
throughout our history. The scope of that service has, however, 
mcreased many times. We now have not only the house'to' 
house dehvery of mails in the cities, but rural free delivery m 
the country as well. The Post Office Department provides us 
with means by which to send packages, and an opportunity 
to deposit money m postal savmgs accounts. Roads are built 
and maintamed by the government. In villages and cities it is 
almost universal to find the government providmg the water 
supply. In some mumcipalities the government supplies other 
goods and services, such as gas and electricity, to consumers. 

Government has always been of some assistance in helping 
to solve the problems of consumers. In some cases, such as those 
we have just considered, this assistance has taken the form of 
the provision of goods and services by the government itself. 
In other cases it has taken the form of regulatory measures to 
protect consumers. The extent to which local and state govern' 
ments and the federal government have offered such protection 
is the subj’ect of a later chapter. In our present discussion it is 
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necessary only to note how little of such protection was needed 
in the early period of our history as compared with our -needs 
today. 

When a large proportion of the consumers’ goods needed 
in everyday life was produced either in the home or by local 
craftsmen, protection against fraud or misrepresentation was 
relatively simple In the case of home production the user of 
the goods had personal knowledge of their quality and con- 
struction. As for the goods that were purchased, the purchaser 
had a far better acquaintance with the methods of manufac- 
ture and the tests of quality than we have today. Men under- 
stood the characteristics of various kinds of wood and the 
methods of making furniture, while women knew the qualities 
of foods and fabrics. The lack of improved transportation 
meant that most of the goods purchased were produced in the 
immediate locality, and the purchaser could know the reputa- 
tion of the producer. The very limited variety of goods of- 
fered for sale made it possible for the consumer to become 
f amili ar with them. The comparative simplicity of the processes 
of manufacture, and the relatively few stages in the production 
of the finished article, were other important factors which 
helped the average person to be an intelligent consumer. 

The consumer, of course, had to be on his guard against 
adulteration and misrepresentation But adulteration, or the 
substitution of cheaper and inferior materials, was less likely 
to occur, if only because of the lack of such substitute ma- 
terials. Perhaps short weights and measures were the most 
common abuses, and against these abuses the government of- 
fered some protection. Over three hundred years ago in 1623 
the assembly of the colony of Virginia met in Gitty,” 

now Jamestown, and considered the problem of false weights 
and measures There were ten representatives present at that 
early legislative session. They represented districts, on both 
sides of the James River, composed of the early settlers in a 
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colony that was only a few years old. 'fhey passed a law pro' 
vidihg that no weights and measures should be used unless 
they had been inspected and “sealed” by officers appomted for 
that purpose. The “seal” was an official stamp of approval 
placed on weights and measures that had been found accurate. 
By the time eight more years had passed, it had become ap' 
parent that the law of 1623 did not offer sufficient protection 
to consumers, for it contained no provision for the punishment 
of those who violated the law. A new law was passed which 
“ordayned and established, that whosoever shall use or cause 
to be used any unsealed barrels or bushels after the feast of 
St. John Baptist, next ensueing, shall forfeit 13s 4d and sett 
on the pillorye, and the measure and barrell deficient shall be 
broken or bumt.”^ As compared with some of the penalties 
imposed by our modem courts as punishments for violations 
of many of our laws designed to protect consumers, the penah 
ties fixed by the early Virginia colonists m this law are really 
severe. 

A uniform system of weights and measures was considered 
so important that the first article of our Constitution gives 
Congress the “power to fix the Standard of Weights and Meas' 
ures.” Up to now, 150 years later, Congress has never seen 
fit to exercise this power to the extent of passmg a law adopt' 
ing a system of standard weights and measures to be compulsory 
throughout the United States. The enforcement of uniform 
weights and measures has been left to state governments. 

EFFECTS OF THE INDUSTRIAL REVOLUTION ON CONSUMERS 

In contrastmg our interests as consumers today with those 
of consumers m the early period of American history we find 
very sigmficant differences. We have seen that a major distm' * 
guishing feature of the life of the pioneer and early settler was 
the extent to which the necessities of life were produced at 

^Consumers* Guide, April 25, 1938, p 12 
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home or in small local establishments. An equally imjJortant 
feature of modern life is the very limited amount of such pro- 
duction which IS carried on either in the home or in the im- 
mediate locality. There are many important results of this 
change. A greater number of the things we need must be 
purchased. We may know the man from whom we buy them, 
but the chances are that we do not know who made them, 
how they were made, or even where they were manufactured. 
They may have been transported great distances, and the cost 
of that transportation must be added to the price we pay. In 
many cases we do not know, and have difficulty in discovermg, 
of what materials the finished product has been manufacttired. 
If products are not satisfactory we may not know whose fault 
It IS, or how to obtam those of better quality 

The change from production of goods in the home and m 
the shop of the small craftsman by means of hand power to 
their production in factories by machine power is known as 
the industrial revolution. These changes in industry were in- 
deed revolutionary m their nature, although they did not take 
place as abruptly as might be indicated by the meaning com- 
monly given to the term “revolution.” 

The industrial revolution began in England during the eight- 
eenth century with the invention of the spinning jenny, the 
power loom, and the steam engine. The first two inventions 
made it possible to spm thread and weave cloth much faster 
than by hand As the use of machines for making cloth de- 
veloped It became necessary to have large factories equipped 
with this new expensive machinery. No longer could a work- 
man, or even a small group of average craftsmen, afford to 
own the necessary machmes. Only a very rich man or a cor- 
poration could pay the costs of building a factory. 

The use of power developed by steam engmes contributed 
further to the centrali2;ation of work in factories. As long as 
a simple, inexpensive machine like the spinning wheel could 
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be nan by hand, almost anyone could spm thread. But along 
with the more costly and elaborate machines came the use of 
steam to run the machines, and a large mvestment was required 
to build and operate the steam engines. The power from steam 
could be obtamed wherever coal was available. The location of 
powendriven machmery was no longer limited to places where 
there was abundant water power. 

The industrial revolution has had tremendous effects upon 
every phase of our life, and especially on the welfare of 
workers m industry. But we are concerned here primarily with 
Its effects on our interests as consumers. In the first place, it 
made mass production possible. Because more goods could be 
produced m less time, at lower cost, these goods became more 
plentiful. Articles which were once luxuries hard to obtain 
are now available to all. Our standard of livmg has been raised 
imm easurably as a result of the mdustrial revolution, and the 
average person today enjoys comforts and conveniences which 
were not available to even the wealthiest people before the in' 
dustrial revolution. 

Machmes and power have made possible efficient, rapid 
transportation. Raw materials from all parts of the earth are 
used to manufacture goods which we use in everyday life, and 
those goods are available to us even though they may be manu' 
factured thousands of miles away. This also contributes to in- 
creasing our standard of livmg, but, as we have already noted, 
it makes it much more difficult for us to know the quahty of 
the things we buy. 

With the mdustrial revolution came a rapid increase in spe- 
cialization or division of labor. It is no longer usual for families 
to raise almost all of their own foodstuffs, make their own 
furniture and clothes, and budd their own houses Shoes are 
no longer made by the local shoemaker who formerly carried 
on all of the stages of their manufacture, from the preparation 
of the leather to the measurmg and fittmg of each individual 
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customer. They are produced m a factory m which the duty 
of an individual worker may be the performance of one small 
task in the manufacture of thousands of shoes, or the operation 
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of one out of scores of machines used in the process. As a re' 
suit of this specialization no one person is responsible for the 
complete production of one article. Workers are therefore de' 
prived of the personal satisfaction of making something of such 
quahty that they can take pride in their product. 


DEVELOPMENT OF CONSUMER INTERESTS 21 

Fiifthermore, to the individual specializiation results in em- 
phasis on one kind of work, which ideally might mean that 
each person does the work for which he is best suited. But for 
almost all of his needs he is dependent on the work of others, 
and he must earn enough from the one kmd of work which 
he performs to pay for the satisfaction of those needs. Even 
the, modem farmer must depend on purchasmg much of his 
food. He may raise the chickens which he eats for Sunday dm- 
ner, but he probably buys his butter and his sausages, and he 
almost certainly buys his flour. This dependence on others 
which IS a necessary part of our modern system of division of 
labor means that the amount and variety of goods purchased 
IS constantly increasmg, and therefore the importance of a cash 
income with which to buy the necessities of life increases. 

Interdependence has become so great, not only among groups 
of people of different occupations, but among all parts of the 
world, that we as consumers are affected by economic and 
political conditions which may seem to us remote and of httle 
concern. A war in Europe causes some of our prices to rise, 
while on the other hand a refusal of American consumers to 
buy silk may affect the welfare and economic stability of Japan. 
A drought in the corn-belt or a disease affecting cotton plants 
increases the cost of our food and clothmg. 

Another pronounced result of the industrial revolution 
which affects our mterests as consumers has been the concen- 
tration of population in large cities, where people produce 
even less for their own use than they do m mral areas, and are 
even more dependent on others for the services which they re- 
quire. Such problems as those of health and of adequate hous- 
mg have increased steadily along with the growth of cities. 

The way in which the industrial revolution came about in 
America was somewhat different from its history m Europe. 
This was because of the fact that many industries came to the 
new world so late that they were able to operate on the modem 
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plan from the beginning. In England and other parts of v^estern 
Europe the factory system did not follow directly upon the 
heels of a system of home production. Between these stages 
there existed for a long period of time a method of production 
known as the guild system. Under this arrangement workers 
engaged in each important industry were organised into guilds 
through which new workers were trained and standard^ of 
quality wor km a n ship were mamtamed. Regulations prevented 
persons outside any particular guild from engagmg m the work 
of that guild. Thus we have one feature of the guild system 
which worked to the advantage of the consumer and one 
which worked to his disadvantage. On the whole the guilds 
maintamed high standards of quality. But by restricting the 
number of workers who could produce various kmds of goods 
or engage m the most important skilled occupations they de^ 
pnved the consumer of the advantages of competition. 

By the time parts of the United States had become suiE- 
ciently settled for the development of industries, the factory 
system was well under way m England. The British govern- 
ment, hoping to prevent other countries from gaining knowl- 
edge of the new inventions, had passed laws prohibiting the 
export of any models or plans of the machines used. But Ameri- 
cans began experimenting on their own, and, within ten years 
after the end of the Revolutionary War, an efficient spmning 
mill had been established in Rhode Island. The machinery in 
the mill had been made with the help of Samuel Slater, an 
Englishman who had worked in one of the most famous mills 
of that day in England. He built from memory machines sim- 
ilar to the ones he had known before he had come to America. 

In spite of this early beginning, the full effects of the in- 
dustrial revolution were not felt m this country for a long 
time. Although industries developed rapidly in New England, 
the real industrialization of most of the United States did not 
begin until after 1860 . Since that time, the United States has 
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become an mdustnal nation. The mdustrial revolution has had 
the same effect here that it has had in other mdustnal areas. 
Farms as well as factories are increasmgly dependent on ma- 
chmes, and even agriculture is becoming specialised to a high 
degree. 

It has been stated previously that the industrial revolution 
is stjU gomg on. There are some industries which have been 
transferred from the home to the factory only m part. A good 
example of one of these is the laundry mdustry, some of which 
IS carried on m large establishments and some of which is still 
done in the home. The bakmg of bread and pastry is another 
example. Almost all cloth is now made by machmery, but the 
makmg of clothing still exemphfies several different kmds of 
production. Wearing apparel may be made almost entirely by 
machinery in a factory, it may be fashioned by a skilled crafts- 
man in a tailor shop, or it may be made at home. It is not hard 
to see that in many such fields the consumer has a better 
chance to control the price and quality of the goods he wants. 
Unless bread which can be purchased at the bakery is of good 
quahty and sold at a reasonable pnce, it is possible for the 
housewife to bake her own. But if an electric light bulb bums 
out after only a few hours’ service, or if a pair of shoes wears 
out too soon, she must find some other means of looking out 
for her mterests. 

Any attempt to explain why we in America have only re- 
cently become aware of our needs as consumers must take mto 
account the comparatively recent change from an expanding, 
primarily agricultural society, constantly moving westward, to 
a more settled society whose frontier had ended. As long as 
there was free land in the West, conditions in the cities and 
the factories could not become too bad, for if they did the la- 
borers could move mto newer terntory. As long as there were 
new lands to be developed, new mmes to be dug, new forests 
to be cut, and ever-expanding markets for the products of the 
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lands, mines, and forests, people tended to be concerned most 
of all with their problems as producers. They aimed chiefly at 
producing more in order to increase their incomes. With these 
larger incomes which resulted from their work as producers 
they could buy their needs as consumers In expanding America 
they liked to thmk that any boy might become President, or a 
millionaire. It is natural that such an emphasis on the chances 
for achieving wealth and success by productive effort should 
overshadow the chief aim from the consumer pomt of view — 
f-haf: of satisfying needs as well as possible at the least possible 
cost. Small savmgs are relatively unimportant to one who has 
hopes and dreams of large profits. 

THE CONSUMER IN MODERN ECONOMIC SOCIETY 

The methods of producing and distributing goods in our 
modern economic society have become extremely complicated, 
yet the fundamental reason for all the processes of production 
and marketing is to meet the needs of the consumer. Probably 
the best measure of the degree of success of any economic 
system is the extent to which it meets those needs of the com 
sumer satisfactorily, ]ust as the most realistic measure of the 
prosperity of a country is the amount of consumer goods and 
services available to the people at a cost low enough for them 
to obtam a plentiful supply. The potential power of consumers 
to affect all economic life is great. But because consumers as 
a whole have not been fully aware of either their needs or 
their potential power, their mfluence has not been felt in any 
very positive or definite manner in most fields. 

In spite of the failure of consumers to make their interests 
known until recently, the mfluence of consumer tastes and 
habits m buying has been very important. Suppose, for ex' 
ample, a considerable number of consumers prefer to own autO' 
mobiles instead of owmng their own homes. Many of our 
most important mdustries are affected by that preference on 
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the p£irt of consumers The lumber mdustnes, the building m' 
dustry, the manufacturers of household equipment and plumb' 
mg supphes all are losers, while the automobile factories, the 
rubber mdustry, the petroleum industry and garages and serv- 
ice stations gain. Another illustration occurred a few years ago 
when college students m many parts of the country started 
the Jbabit of going about bare-headed, a practice which caused 
great concern to those who manufactured and sold men’s hats. 

Suppose consumers fail to buy as much as usual, either be- 
cause of lower mcomes or because they believe that prices may 
go down. All industry is affected, surpluses pile up, and more 
consumers are thrown out of work. Thus in a depression there 
is created a vicious circle, with people losmg employment be- 
cause consumers do not buy, and consumers bemg able to buy 
even less because more of them are out of work. 

The inability of consumers to buy, and the choices which 
consumers make among the thmgs they buy, have widespread 
results. But what about the influence of consumers on those 
factors of price and quality which are so important to their 
welfare"? At present that influence is largely negative. If the 
quality of any product is too low, consumers wiU refuse to buy 
and thus force just enough increase m quality to make the 
product acceptable. Likewise, if the pnce is too high, consumers 
will refuse to buy until the price is lowered. The trouble "with 
this bnd of consumer control is that it works only in extreme 
cases. Too frequently the consumer cannot tell whether the 
quality of the goods he buys is really good. Nor can he often 
tell whether the price is too high. The consumer, it is true, 
can “vote with his dollars’’ by spending them for what he 
believes are good values, but if he is really to improve his con- 
dition by means of that “vote’’ he must be able to use it m- 
teUigently. In other words, m order that the consumer may 
use his great potential power for his own advantage he must 



26 OUR INTERESTS AS CONSUMERS 

e 

know not only what his problems are but also what factors 
are important m their solution. 

To what extent do consumers use their everyday purchas- 
ing power wisely? How many of them get the best values that 
are available? These questions cannot be answered specifically, 
but nearly everyone agrees that most consumers are inefficient 
in making their purchases. Some of this ineffiaency results fi;om 
carelessness and lack of planning, but a great deal of it is due 
to the fact that even the most alert consumer cannot become 
a highly competent purchaser of all of the products needed. 
The average consumer who must buy food and clothing and 
other necessities must be a buyer of so many varieties of prod- 
ucts that it would be impossible to become an expert in buying 
all of them. Most of the products are purchased in such small 
quantities and involve such comparatively small amounts of 
money that the expenditure of much time and effort in investi- 
gating or testing might not be worth while. If consumers could 
cooperate in having such investigations carried out and make 
their findings available to all, the results would very likely be 
worth a great deal more than they cost. 

In ordinary buying, the untrained and often uninformed 
consumer meets with a well-trained seller who earns his living 
by his ability to sell to the consumer. It is easy to see that they 
do not meet on an equal footing. This does not necessarily 
mean that the seller is trying to mislead the consumer, for his 
success depends not only on his ability to sell his product now 
but also on his ability to satisfy his customer so that his sales 
will continue and increase. It does mean that the seller has an 
advantage, and has probably benefited from many lessons from 
experts as to how to sell his particular product. 

The attempt made not long ago to increase the sales of a 
certain kind of soft drink is a very simple illustration of 
methods used to speed up purchases. It had been the habit of 
the clerks to ask customers who came to the soda fountain 
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whether they wanted a large or small glass. The answers varied, 
the customers as often as not askmg for the smaller stse. The 
clerks were then instructed not to say “Small or large glass7” 
but rather to ask, “Large glass^” It was found that most of 
the customers simply said “Yes,” and the amount of sales was 
substantially increased. 

Those mterested in selling their product very seldom carry 
on all their efforts as mdividuals, or even as single companies. 
Trade associations, mterested m increasmg the sales of all 
brands of a certam commodity, are organised by busmess men 
with common mterests. There are more than a thousand such 
associations in the United States. They deal with all sorts of 
problems common to their members, sometimes attempting to 
regulate competition between dealers m their product, some' 
times trymg to prevent price cutting. 

When sellers are well organized, and are carefuEy watchmg 
to see that nothmg is done to harm their mterests, they have 
a distmct advantage over consumers. Durmg a period of espe' 
cially hot weather in the summer of 1931 there was a radio 
broadcast by the Umted States Pubhc Health Service m which 
people were advised to eat less meat durmg the extreme heat 
wave. This broadcast caused so many protests from those in' 
terested m the sale of meat that orders were given the Health 
Service not to conduct any future broadcasts unless they were 
first submitted to the secretary of the department Until com 
sumers a^e equally well organized they cannot compete with 
sellers in effectively expressmg their mterests. 

If consumers are at a disadvantage because they have neg' 
lected to exercise for their own advantage the power which 
they could have, there are now signs of a consumer awaken' 
ing, which has sometimes even been termed a “consumer move' 
ment.” Evidences of this awakening are found in the mcrease 
m the number of courses on consumer education m the schools 
and colleges, the large number of books pubhshed on the sub' 
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ject of consumer needs and mterests, greater attention given 
to consumers m governmental activities and increased discus^ 
Sion of consumer problems m periodicals. A survey made m 
1935 showed that the number of articles on consumers and 
economics of consumption m American maga 2 ;mes during a 
period of twelve months in 1933 to 1934 was eight times as 
great as the number which appeared on those subjects in, the 
twenty years between 1900 and 1920. And since 1934 the 
number of such articles has become still larger.® Manufacturers 
are givmg increased attention to consumer demands, if not to 
consumer needs. Studies have been made by producers to dc' 
termine just what shade of yellow in lemons appeals most to 
consumers, just which si2;e and shape of cartons and packages 
are favored most, and just what reasons consumers have for 
buying one brand instead of another. Housewives in any large 
city may be called to the telephone and asked what brand of 
soda crackers they buy and what size packages they prefer, 
or whether they buy dark bread more often than white. A 
manufacturer of hand lotion proclaims over the radio that be- 
fore a new product was placed on the market it was tested 
by hundreds of consumers in order that the manufacturer 
might find out what consistency was most desirable in a hand 
cream. The interest of producers in finding out what consumers 
want is in response to activities undertaken by consumers 
themselves. 

Several reasons can be given for this new interest of con' 
sumers in their own welfare. Consumers’ needs became more 
pressing, and the depression made the problem of satisfying 
those needs more urgent. Incomes decreased faster than prices 
went down, and people found themselves trying to keep up 
their standards of livmg on less money. They tried to stretch 
their dollars as far as possible, and began to try to find out 
how they could get the most for their money. In many cases 

^Consumers* Guide, Aug 5, 1935, p 2 
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products of inferior quality were offered for sale at lower 
prices, and consumers who had bought such products became 
dissatisfied. Consumers who were interested in havmg lower 
prices for food discovered that prices paid to the farmers for 
the foodstuffs they sold were too low, and that marketing costs 
were taking more and more of the consumer’s dollar. Then they 
began to wonder if all of these costs were necessary. Govern-- 
ment adopted measures and set up agencies to help hard-hit 
producers, and because consumers feared that they might suffer 
as a result of these measures the government also created agen- 
cies whose duty it was to look after consumer mterests. 

In the United States today we as consumers find ourselves 
in a situation that is serious and at the same time hopeful. It 
IS serious because we have not yet fuUy learned how to turn 
our country’s wealth of resources into the more important 
wealth represented by a higher standard of hvmg for a larger 
proportion of our people. It is hopeful because we are no longer 
mdifferent to our problems, but are trying to work out their 
solution m a democratic way. 


SUGGESTED ACTIVITIES 

1. Read and report on a book from your hbrary which de- 
scribes life m colonial days You may choose historical descrip- 
tions, biographies, or fiction. In your report show m how many 
ways consumer problems at that time differ from those today. 

2. Compare the recreation and entertainment enjoyed in earlier 
generations with those of today. Consider how much recrea- 
tion IS bought, and to what extent people produce their own 
entertainment. What activities, such as huntmg and fishing, 
are recreation now that were formerly necessary work'? What 
do these changes have to do with our interests as consumers? 

3. Look up and report on an article on the medieval guilds. 
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(See a good history, or articles in Compton’s, the World Boo\, 
the Encyclopedia of the Social Sciences.) How were problems 
of consumers different then from our problems todays Explam 
why. 

4. Read an article on the industrial revolution in a history or 
one of the encyclopedias mentioned under 3. List as many 
effects of the industrial revolution as you can. Show how they 
affect consumers. 

5. Select some common object. List the raw materials used m 
its production; trace its route from the mme, farm, or forest 
to your home; and try to estimate how many people have had 
something to do with the process by which it reached the ulti- 
mate consumer. 

6. It IS said that in each system of production which preceded 
the factory system the consumer started the process. What 
does this statement mean'^ 

7. Conduct a debate on the following subject: “Resolved, that 
Consumers now control the kind, price, and quality of the 
products they buy.” 

8. Debate the subject: “Resolved, that consumers have the 
potential power to control the kind, price, and quality of the 
products they buy.” 



CHAPTER III 


INDIVIDUAL AND SOCIAL ASPECTS 
OF CONSUMER PROBLEMS 
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W e are all interested in the solution of consumer prob' 
lems. We all want to be able to secure as large an 
amount of desirable and useful goods and services as possible. 
We know that the greater our income the closer we can come 
to satisfying our wants. We should also recognizie that the 
amount of income is not the only factor involved. The way we 
use that income is equally important. And if we are to use our 
mcomes m a manner which will result m the greatest possible 
satisfaction we must do so through our understandmg of our 
problems as consumers. We must recognize that there are two 
phases of this problem. One of these phases is an individual 
one, and each one of us can work toward its solution by means 
of intelligent planning of his own personal activities. The 
other phase is social in its nature. It cannot be solved by mdi' 
viduals actmg separately, but must be approached by means of 
coordmated efforts of many people. 

Although these two aspects of the problem cannot be con' 
sidered as entirely separate from each other, it is convenient to 
consider first one and then the other. Let us first, then, attempt 
to answer this question, what can we as individuals do to 
further our own personal consumer interests? 

One activity very closely related to the most efficient man' 
agement of personal economics is that of making and keepmg 
a budget. Just what is a budget? For many people the term has 
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a rather forbidding meaning. Yet a budget is simply a fairly 
definite plan for the use of an estimated mcome over a certam 
period of time. Your allowance may be 15 cents a day, and if 
you plan to spend 5 cents each day for candy or ice cream, 
to save 5 cents to pay for a movie over the week-end, and to 
save 5 cents for a longer period of time to purchase a pair of 
skates you are plannmg your personal finances by means of 
a budget. Suppose that, in addition to your allowance, your 
past experience enables you to estimate that you can earn an 
average of 25 cents each week-end by runnmg errands, mowing 
lawns, shovelmg snow, or perfomung other tasks. In that case 
your budget would be planned on the basis of cin estimated in- 
come of $1.45 a week. 

A budget, therefore, need not be comphcated. But it is more 
than a mere planning of expenses. It involves a plan for spend- 
ing which should be based on a wise use of the available money. 
It requires the making of choices among many possible pur- 
chases. If, for example, a boy who was following the budget 
illustrated above had spent 10 cents a day for candy he would 
have had to give up either the movie or the pair of skates If, 
on the other hand, he would rather see two movies a week 
and go without his candy or ice cream, he could accomplish 
that only by changing his budget plan. If he were eager to have 
his new pair of skates by the time the ice was firm enough for 
skating he would figure out how long it would take him, at 
the rate of 5 cents a day, to save enough to buy a pair, and he 
might deade to give up some of his other purchases in order to 
be able to get his skates at the begmning of the season. 

It is easy to see that a budget is pretty much a personal 
matter. Each person as well as each family will prefer his own 
plan. There are two rules, however, that should be followed in 
every budget. First, provision must be made for the necessities 
of life — food, clothing, and shelter — ^in every family budget 
And second, aU budgets should contain some provision for 
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savings to take care of misfortunes, lUn^s or emergency, and 
to mgike possible m the future the purchase of something 
greatly desirable but too costly to be obtained without previous 
planning. 

There are many books and articles which explain methods 
of making budgets for individuals and families, givmg useful 
suggestions as to the proportions of money that should be 
alloc5.ted to food, clothing, education, luxuries and savings. 
The important point for us to recognize here is the value of 
a budget m helpmg us to be mtelligent consumers. As a plan 
for using money a budget helps an mdividual to live within 
his income, to direct his expenditures so that he can have what 
he needs most, and to make consistent savings. 

The making of a budget is really an attempt by an mdividual 
to make rules for himself to follow in spending his own money. 
It has already been stated that these rules must vary with dif' 
ferent persons, because each individual has his own needs and 
desires which may be quite different from those of his neighbor. 
It IS an ideal of our democratic society that each of us should 
be free to choose the goods and services that he wants to con' 
sume, so long as his choice is not harmful to others. Usually 
we are free to choose even those thmgs which may be harmful 
to ourselves as long as we are the only ones whose interests 
will suffer. Most Americans believe that this freedom of choice, 
even though it mvolves the freedom to make mistakes, is a 
far greater contribution to our happmess and welfare than any 
system whereby our choices would be made for us and enforced 
upon us, however wise those choices might be. This ideal is an 
important part of democratic philosophy. Like all of the prin' 
ciples of democracy it not only asserts a right which should 
belong to all individuals, but it at the same time imposes a 
responsibility on those mdividuals to exercise that right m' 
telligently. 

Therefore, while each consumer is free to choose how he 
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sliall spend his mone^ and to make his own rules for spending, 
if he is to make the best use of that freedom he will .try to 
learn certam important prmciples on which to base those rules. 
He wiU understand the importance of certam questions which 
he should be able to answer with regard to all of his purchases. 

The first question to be asked is probably “Can I afford it?” 
Everyone makes use of this question to a limited extent. The 
boy with his allowance of 15 cents a day feels m his pocket to 
see if he has enough money to pay for the bar of candy he 
wants. But “Can I afford it'^” means considerably more than 
“Do I have enough money to pay for it?” It involves the con- 
sideration of whether some other goods are more necessary or 
more desirable, and whether the expenditure for one item 
would prevent the purchase of somethmg else which would 
give greater satisfaction. 

A part of the decision as to whether any purchase can be 
afforded is based on whether it can be paid for in cash or 
whether the purchaser will have to go into debt in order to 
make the purchase. No one can make a wise decision on 
whether to go mto debt m order to buy something unless he 
considers certam factors such as how much the mterest charges 
will be, how long it will take to repay the debt, how easily pay' 
ments can be made, and whether its repayment will mean giv' 
mg up other things which might be more desirable than the 
goods for which the money was borrowed. 

The purpose for which money is borrowed is an important 
factor. Usually it is considered unwise to go into debt for 
those things which are not necessary or which may be termed 
luxuries. A young man at work on his first job, located withm 
walking distance of his home, might be foolish to go mto debt 
to buy a car which he would use only for pleasure. But another 
young man with a job m which he needed a car might be wise 
m purchasing one even if he had to borrow money to do so. 
The money borrowed by a busy housewife to buy an electric 
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washing machine might be a wise transaction, whereas the same 
amount of money borrowed m order to purchase a new sofa in 
the latest style might be unwise. 

Sometimes the nature of the question is reversed and be' 
comes “Can I afford not to buy it?” Suppose you are m need 
of dental care, yet you know that paying a dentist’s bill will 
mean? that you will have to postpone getting somethmg else 
you had planned on. A decision to postpone going to the den' 
tist until you have more available money, or until a bad tooth' 
ache forces you to go, would be not only foohsh but harmful. 
Postponing dental care means a larger bill, and probably per' 
manent damage. We seldom can afford to save money which 
should be spent for medical or dental care. Frequently young 
people must face the question of whether it is wise to spend 
money for further education which will prepare them for better 
positions and better hvmg. This is a problem m which it is 
especially necessary to consider whether one can afford not to 
spend the needed money. 

Budgeting is especially concerned with plannmg what goods 
and services and how much of them should be purchased. After 
that plan has been made, the consumer still has important 
choices to make. Suppose that the budget of a family of five • 
allows $10 00 a month for purposes of recreation. How should 
that amount be used? One family may decide to use $2.00 a 
week for theater tickets, another will save to buy a radio be' 
cause it expects to get greater satisfaction from the recreation 
of listenmg to radio programs than it could get from a movie 
once a week. One high school student may save money for two 
weeks at camp, hoping for greater benefit from that than from 
spending the same amount throughout the year. A girl may 
get greater satisfaction from a new hat than from half a do 2 ;en 
movies. No one can make any rules which apply to all other 
people, except perhaps the rule that wise spendmg requires 
each individual to plan his expenditures accordmg to the way 
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m which he himself will get the greatest amount of the things 
he needs and wants. 

Consumers all have to decide what things to buy and pay 
for and what thmgs to do for themselves. One man may decide 
to save money by washing his own car or repairing his own 
house or furniture. Another man may just as wisely decide to 
pay for havmg that work done. He may be so busy that to 
wash his car would mean neglecting some other important 
task, or he may be so awkward at repairmg furniture that 
he could get much better value by paymg an expert. One girl 
may find that it is wise for her to have her hair waved, but 
that she can economi2;e by domg her manicurmg for herself. 
Another girl may save money, and at the same time develop 
her own talent, by makmg herself a i sports dress, while her 
classmate finds that by spending the evenings necessary to 
make a dress m taking care of a neighbor’s children she has 
not only earned enough to buy a dress but has been able to get 
m several hours of uninterrupted study or reading 

All of these procedures of planning and of making wise 
choices among the many thmgs which consumers want are 
problems which you can solve for yourself if you understand 
the factors which should be considered m makmg up your 
mind. But after these plans have been made and these choices 
are determmed there still remains the important task of secur- 
ing the goods or services which you have decided to buy. There 
is first of all the problem of making sure that the quality of 
what you buy is good. This is a part of the problem which you. 
can rarely solve entirely by yourself. However, with some 
products an increased l^owledge will help you to makp a 
good selection. Suppose you are purchasmg a pair of shoes. 
You are competent to judge how they look. You can usually 
tell by trymg them on how they fit, although you may not 
always be able to teU by taking a few steps how they will 
feel after you have walked several miles. But you cannot know 
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With ally degree of certainty how well they will wear. The 
msole'may be made of leather, or it may be made of pressed 
paper or other substitutes, but you would have difficulty m 
tellmg which had been used. The wearmg quality of the 
leather depends on how long and at what temperature the 
wet leather, which has been shaped over wooden forms, 
has Ijeen dried, yet you cannot tell whether the manufacturer 
has rushed through the drying process at too great a speed 
and has thereby sacrificed quality. You cannot even be sure 
that because you have found one product of a certam manu- 
facturer to be of good quahty all of his other products are 
equally good. An expert shoe manufacturer has been quoted 
as saying that he was imable to tell the difference, within $2.00, 
between a $4.00 and an $8.00 pair of shoes without tearmg 
them to pieces.^ 

The problem of securing quality goods is the subject of 
the next chapter. It is mentioned here only as an indication of 
one aspect of our problem that cannot be solved by each m- 
dividual consumer. It is true that the more we know about 
the goods and services we use the more we can tell about the 
quality which we are gettmg. But the vanety of products which 
we buy is so great that it is impossible to know much about 
many of them. The idea is well expressed by one economist 
who writes, “We have only 24 hours a day; and we caimot 
spend the whole 24 weighing potatoes, burning silk, experi- 
mentmg with coffee-grinders and feedmg gumea pigs.”^ Nor 
would we be permitted, even if we could gam the knowledge of 
the expert shoe manufacturer, to enter a shoe store and tear 
apart the merchandise we were ex amin ing m order to determine 
its quality. 

Equally important with securmg good quality is the problem 
of paymg a fair price Here agam the information which we 


^ Wyand, Chas S, Economics of Consumption, N Y, 1938, p 291 
^ Hoyt, Elisabeth E , Consumers in Our Society, N Y , 1938, p 79 
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as mdivi<Juals can leam is helpful m judging whether the price 
asked for any commodity is fair. Careful study and compari- 
son will often show whether an article in a lower price range 
IS as good as one at a higher price level. But in this field also 
It is difficult to learn about all the things we must buy. It is 
possible, for example, if sometimes difficult, for us to find out 
whether a de luxe model of an automobile differs from the 
standard model only in that it has an extra wmdshield wiper, 
an extra tail light, and several extra strips of chromium trim- 
mmg. We may also find out that the extras, minus the chro- 
mium, can probably be mstalled on the standard model for about 
$10.00. If the de luxe model is priced at $60.00 more than the 
standard we can then decide whether the chromium trim is 
worth $50.00, or whether we might get more enjoyment out 
of spending that extra money for a radio installed in the 
standard model. 

But if this type of investigation of value received for money 
spent IS relatively easy, how would you go about findmg out 
whether the total cost of the car is a fair price? How mig ht 
you determine whether the price asked for a can of tooth- 
powder is too high m comparison with the cost of its contents? 
All of these things could be discovered, but the cost of dis- 
covering them would be too great in time and money for the 
average consumer to undertake. 

Closely allied to the problems of securing good quality and 
fair prices is that of avoidmg various kinds of deceit and fraud 
to which the consumer is exposed. Some of the common 
methods of deceit have good legal standing. There is no law 
agamst making a container seem larger than it is as long as 
the exact contents of the contamer are printed on the outside.® 
Yet only a small number of consumers look for the printed 

®We are referring here to packaging, which, by means of design, looks large 
There are laws limiting the amount of empty space permissible at the top of a 
package which is actually too large for its contents 
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number of ounces on a package, while almost all of them are 
affecte’d by how large the package looks. So important is the 
appearance of the package that trade magaynes carry adver- 
tisements urgmg manufacturers to make use of the services of 
commercial artists who design packages to look larger than 
they are. Boxes of strawberries have bottoms that are placed 
an inch higher than the base of the box. Bottles have thick 
sides and even thicker bottoms because the glass is cheaper 
than the contents and the bottles look larger than they would 
if the ^eiss were of only ordmary thickness. There is no legal 
deceit in these practices, because the consumer who is on his 
toes can always read the amount of the net contents of the 
container. 

There are other fields m which the consumer must beware 
of outright fraud. In the most obvious of these fields the people 
have already recognized that they need greater protection 
than each individual can provide for himself, and they have 
secured laws which make it the duty of the government to 
stop certain practices. Food and drug laws try to prevent mis- 
branding and adulteration of food products and medicmes. 
Other laws try to halt the sale of fraudulent securities to in- 
vestors. Still other laws hmit the mterest charges which can 
be made to consumers who borrow money. These too are sub- 
jects of later chapters. Here they are mentioned to illustrate 
ways in which the American people have recognized that there 
must be some organized protection of their interests as con- 
sumers that will be more effective than anythmg that they 
Ccin do as mdividuals acting separately m their own mterests. 

Early in this book we considered the effect of protective tariff 
on consumers The tariff is perhaps one of the most far-reachmg 
single: factors we have affectmg the prices we pay for goods 
of the kmd on which the tariff is levied. Our tariff policy is the 
result of group action carried out by organized government. 
If consumers want their mterests to be given greater considera- 
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tion an the formation of tariff policy they must also resort 
to group action to brmg that about. 

A review of the various kinds of problems which consumers 
face and the factors wbch help m their solution cannot help 
but brmg out the fact that the most important problems cannot 
be solved by mdividuals actmg alone. They are not primarily 
mdividual problems but are social problems, that is, they affect 
society as a whole and mvolve relationsbps among many diff 
ferent groups of people. And because they are social problems 
they can be solved only by people actmg together. 

There are many ways in which people act together to solve 
their problems. Perhaps the simplest way is the voluntary 
cooperation of a group of neighbors to do together what they 
could not do separately Tbs was illustrated by the way the 
earliest settlers in America built their churches, and by the 
cooperation of early pioneers m helping each other to construct 
buildings, clear land, plant and harvest crops, and to provide 
protection. It is illustrated in modern life by numerous clubs 
and associations of people havmg some interests m common 
for wbch they all work. Sportsmen’s clubs and conservation 
associations are formed to preserve and protect game and wild 
life. Such voluntary organbations have always had a part in 
American democracy. 

As the years have progressed we have tended to look more 
and more to the government to provide the means by which 
we work together to protect our interests. This is a natural 
development because our problems are becoming so wide- 
spread and complicated that often only an mstitution which is 
large enough to mclude all the people can be of much use. 
It should be noted that consumers were very late in looking 
to the government as a means of group action to protect their 
mterests, except perhaps so far as their interests in education 
were concerned. The first to seek and get government protec- 
tion and aid were producers’ groups, such as the manufacturers 
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who got high protective tariffs and the railroads that were 
subsidi2;ed. Organizations of producers have always been active 
in using the government to protect their interests. 

Now that we are becoming more and more aware of our 
interests as consumers we find people making use of many 
methods of group action. Increasmg protection and assistance 
are being asked from government. Private organizations are 
bemg formed to further consumer interests. Busmesses are 
recognizing the need for hstenmg to consumer demands, and 
are acting together to do somethmg about it. Voluntary on 
ganizations of consumers are engaging in many kinds of group 
action to supply their needs for information. Consumers 
themselves Eire carrymg on busmess enterprises through the 
organization of cooperatives. All of these methods are m ac' 
cord with the democratic American way of seekmg to improve 
conditions There is frequent disagreement over which method 
may be the best. Some people oppose too much action on the 
part of government, fearmg that government protection might 
go too far and become an undesirable restriction on free en- 
terprise. Others believe that there is httle danger of too much 
■ government control, argumg that our government has not 
stepped into any field to control or restrict unless the welfare 
of the people required such action. Still others say that people 
should first try to solve their own problems by voluntary group 
action, which, wherever successful, will make it unnecessary 
for the government to step m. 

There are many arguments for and against these points 
of view. To mamtam our democracy it is essential that we 
should have the right to differ m our opmions, and to express 
those differences not only by argument for the methods we 
beheve m but also by trymg them out. But it is equally essential 
that we form our opmions on the basis of a knowledge of the 
facts and an understandmg of the issues involved. If each 
consumer is to take the part he should take in making it possi- 
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ble for him to achieve the standard of living which he desires, 
he must understand more than how to plan his spending and 
how to purchase wisely. He must recognme that his most funda' 
mental problems cannot be solved by himself alone. He must 
know what the mam factors m each of those problems are. 
He must understand the methods which are bemg tried or 
advocated to reach a solution On the basis of that knowledge 
and understandmg he can form an mtelligent opinion on what 
kinds of group action and what public or governmental pohcies 
will serve his interests best. 


SUGGESTED ACTIVITIES 

1. Draw up a simple budget plan, either for yourself or for 
a family (real or imaginary) whose financial circumstances you 
descrij^e. Explam why you think it is a good budget. 

2. Suppose that you were given an extra $5.00 to spend, on 
which you had not planned How would you spend it? Why"^ 
After mdividual members have drawn up their plans for spend' 
mg this amount, the group may discuss which proposed ex' 
penditures were wise, and which were unwise. 

3. Make a list of ways m which you might use your own time 
and energy to save money. Which ones would be wise, and 
which would not be wise? 

4. Select two or three specific problems of buying goods or 
services which you have faced recently. Analyzie each with 
regard to- (a) how well you solved it; (b) whether it was a 
problem which you could solve by yourself, (c) whether more 
information would have helped, (d) where and how such m' 
formation could have been secured 

5. List those difficulties which you have met with recently m 
gettmg goods and services you want and which could not be 
solved by mdividual effort. 



CHAPTER IV 


CONSUMERS SEARCH FOR QUALITY 


H ave you ever bought a fountam pen which proved to be a 
disappointment? Have you proudly put on a new shirt or 
sweater, only to discover that after its first laundermg it had 
shrunk so much that its usefulness was practically over? Have 
you ever eaten the top layer of candy m a box, thmking that 
one half of the candy stiU remamed, only to find that the 
bottom layer contamed fewer pieces? Or have you been dis- 
appomted at the flavor and appearance of canned fruits or 
vegetables which you had assumed were first quality? If you 
have had any of these experiences you wiU recognize that 
one of the major problems of consumers is to secure quality 
merchandise. 

Consumers find it difficult to be sure of the quahty of the 
goods they purchase because of their mability to get full in- 
formation about those products. Let us look at a few examples 
taken from goods in common use. 

In modern life, with the can-opener as one of the most 
necessary kitchen utensils, it is clearly important for us to 
know what is mside the cans we buy. Since we cannot see 
through the tin, there is really only one source of mformation, 
and that is the label. How much do the labels attached to the 
contamers really tell us about their contents? 

A few years ago a group of consumers in Iowa exammed 
10,500 labels on canned fruits and vegetables. They found 
the net weight of the contents to be the only item of specific 
information which was mcluded on all of the labels. This 
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item is required by law to appear on all canned goods. But 
even this did not tell them the net weight of the actual: fruits 
or vegetables which were mcluded in the can. The amount 
of juice, sugar or water added could vary greatly, and this 
variation need not be mdicated on the label. Yet the house- 
wife plannmg a meal might find that a can of peaches con- 
taming eight halves would be sufficient for her needs, while 
she would have to buy two cans if each contamed only five 
halves but more juice. 

A further study of the 10,500 cans showed that the terms 
used in labelmg varied widely in their usefulness. Some stated 
that the can contained “from six to eight halves” or gave other 
information as to the sizie or condition of the contents. Other 
statements on the labels were not only useless but ridiculous. 
One label described peas as “Smooth and sweet as big drops 
of honey,” and another read “an abundance of sunshine, pure 
radium charged air and cool nights give these beans their splen- 
did color and flavor.” Many of them carried such meaningless 
descriptive terms as “Extra Wisconsm,” “English Style,” and 
“Triple Extra.” All of them carried brand names, which are 
the registered or trade-marked names given by manufacturers 
to their products. These brand names sometimes merely dis- 
tinguish the product bemg sold by a particular manufacturer. 
Occasionally they give some information as to the nature of 
the contents. Sometimes they do neither. A few of the absurd 
brand names found by the Iowa consumers were: ‘Tiger,” 
“Kmg Cole,” “Devotion,” “Old Mother Hubbard,” “Pride of 
Kmg George,” “Barefoot Boy,” and “Blue Hen’s Chickens.”^ 

Most canned goods sold at present are not labeled according 
to quality grades Although grades of A, B, and C have been 
set up for a number of fruits and vegetables, their use is en- 
tirely voluntary. There is only one kind of quality which must 

^Information on this survey taken from mimeographed copy of address made 
by D E Montgomery, Gjnsumers Counsel, Agricultural Adjustment Adminis- 
tration, before a meeting of the American Marketing Society, Atlantic Citv, Hew 
Jersey, on Nov 27, 1936 
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be indicated on the label, and that is the poorest quality per' 
missible. If canned products are below standard, but are still 
pure and wholesome food, untainted and unadulterated, they 
must be labeled as sub'Standard. According to an amendment 
to the Pure Food and Drug Act, passed m 1930, sub'Standard 
canned fruits must be labeled “Below U. S. Standard. Good 
food — ^Not high grade”; and sub'Standard canned vegetables 
must be described as “Below U. S. Standard. Low quahty but 
not illegal.” Smce the passage of the Pure Food and Drug Act 
in 1906 the federal government has protected consumers 
against food that may contain poisonous substances and de' 
cayed or decomposed matter, provided that food is an article 
of interstate commerce. 

In the absence of labels givmg information on the grade of 
any product, a general tendency among consumers is to assume 
that quality and price have a definite relationship. Some house' 
wives who can afford it make a practice of always buying the 
most expensive cans because they want to serve only the best. 
Others buy medium or low priced cans for ordinary use, but 
more expensive ones for special occasions. With this practice 
• in mmd, a study was made to determine whether the better 
qualities of canned fruits and vegetables were usually priced 
higher than others. Several people tramed in the use of the 
United States Department of Agriculture gradmg system 
graded 832 cans of corn, peaches, tomatoes, pears, peas, and 
beans. They classed them m four grades. A, B, C, and sub' 
standard, and then listed these grades according to the price 
charged per pound of net weight. The results were surprismg. 

Of the 68 cans of peas tested, rangmg m price from 8 cents 
to 25 cents per pound, they found only four of Grade A 
quality. These four cost 10 cents, 11 cents, 14 cents, and 15 
cents a pound, respectively. They found 27 cans of Grade B 
quality, ranging m price from 10 cents to 20 cents. Thus not 
one of the Grade B cans cost less than the lowest priced Grade 
A can. They found 28 cans of Grade C, ranging m price from 
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9 cents to 25 cents. Only 6 of these were lower m price than 
one of the Grade A cans, while 20 of them cost more. Even 
more important, 2 of these Grade C cans were the most ex- 
pensive of any of the 68. Nme of the cans were sub-standard. 
Three of these were priced at 8 cents, 4 others cost the same 
as the cheapest Grade A can, and 2 of them cost more. 

Thus price was found to be no help in determming quality. 
A housewife who might have bought the most expensive can 
for 25 cents, hoping to have an especially good servmg of peas, 
would have bought Grade C, the lowest quality permitted 
under government standards. One having very httle money to 
spend might possibly have bought a sub-standard can, the cheap- 
est of all the cans, but not available in all stores, for 8 cents. 
If she had, she would have served peas which had some food 
value but no taste appeal. But, had she been able to know 
the facts she could have got the best quality, so good that 
only 4 out of 68 rated that high, for only 10 cents.® 

Many other examples could be given, enough to make up 
a book m themselves. But one is sufficient to illustrate the 
problem as it relates to canned foods. What can be done to 
make it possible for consumers to know what is in a can? Ob- 
viously, It should be done by labels, but what kind of labels? 
In general, there are two kinds, referred to as grade labels and 
descriptive labels. Grade labels are simply stated terms of A, 
B, C or 1, 2, 3 — ^terms which all consumers understand. De- 
scriptive labels make use of adjectives such as sweet, juicy, large, 
small, extra, triple-extra, sun-ripened, and so on, but do not 
grade the products. OUves, for example, may be described as 
“large,” “extra large,” “mammoth,” “giant,” “jumbo,” “colos- 
sal,” and even “super-colossal,” and none of these mean much 
to the consumer unless the olives are packed m a glass jar so 
they can be seen Many descriptive labels are of more value, 
such as “pure juice of vine ripened tomatoes, hghtly salted, 

A Mereness, The Consumer, Consumers* Division, NR A, Vol 1, No 
2, 1935, Nov. 1, p 2 
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prepared so as to retain the deliciousness of the fresh tomato.” 
But even this mformation, while honestly describing the con' 
tents of the can, fails to give the buyer a basis on which to 
compare its quahty with that of other brands 

United States government agencies, such as those in the 
Department of Agriculture, and many consumer groups, be' 
lieve that grade labelmg is likely to be most useful. Consumers 
know what A, B, and C stand for, although they usually do 
not have time to learn particular specifications and descriptive 
terms for a large number of foods. The use of grades may be 
improved by the use of descriptive terms on the same label. 
An excellent example of the use of the two to describe com' 
pletely the contents of a can is illustrated by the following, ap' 
pearmg on the label on a can of Co'op apple sauce 

CO-OP FOOD FACTS 


This lot of which this can is a part has been sampled and 
tested by accepted methods and found to be 


GRADE A (FANCY) APPLE SAUCE 

This means that samples met the following standards, 

1 Must possess a typical, uniform bright color through- 
out the can 

2 Heavy in consistency 

3 Must possess an evenly divided granular finish. 

4 Practically free from defects such as particles of 
seeds, peel, etc. 

5 Must have prominent and distinct characteristic apple 
flavor 

6 Score not less than 90 points by official U S Stand- 
ards. 


GENERAL DESCRIPTION 


Type 

Size of Can 
Contents 
Servings 
Cups 


Sweetened 
No 2 
1 lb 4 oz. 
4 to 5 
Approx 234 


PACKED FOR 

NATIONAL CO-OPERATIVES - INC. 

CHICAGO ILLINOIS 

MEMBERS IN MINNEAPOLIS SUPERIOR NORTH 
KANSAS CITY CHICAGO NEW YORK CITY 
T M REG 1939 
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The value of grading is dependent upon the accuracy and 
fairness with which standards for each product are set up, 
and upon the methods used to assign the various grades to the 
brands graded. Government grades, which are official but not 
compulsory, are set up by groups of experts after consultation 
with those concerned with the product under consideration 
Producers, canners, and wholesale buyers of a certain canned 
food mdicate the qualities which they think should apply to 
that food. The ripeness of the fruit or vegetable canned, its 
color, freedom from defects such as seeds or pieces of skm, 
the use of added juice, whether the pieces are broken or whole, 
and many other factors are considered. These items are dffi 
ferent for each product. Each of the factors determined is 
then given a certain number of points, all of which total one 
hundred. Agreement is then reached on the total score which 
a certam product must attain in order to be graded A, B, or C. 
A score, for example, of 90 or above may entitle the product 
to an A ratmg, or 75 to 89 a B ratmg, and from 60 to 74 a C 
rating. Sometimes other factors than total score are considered. 
When canned tomatoes are graded, one factor to which 25 
pomts are allotted is the percentage of whole or practically 
whole tomatoes in the can. Tomatoes that score less than 22 
points on this factor cannot be graded A, no matter what the 
total score. 

After these standards are set up, canners who want their 
products graded, large retailers, and more especially wholesale 
dealers buying from cannmg factories, may send samples of 
the foods m question to the United States Department of 
Agnculture to be graded. A fee is charged which covers the 
cost of the service Anyone can have government experts grade 
any food for which standards have been set by paying the fee 
required to cover the cost. Buyers of goods in large quantities 
can afford to do that The consumer, buying only a few cans, 
cannot be helped in this way. For that reason many believe that 
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grades should be a part of all labels. Such grading is compulsory 
in Canada for large numbers of food products. 

Government grades were not originally set up for the benefit 
of consumers, but for the benefit of commercial buyers who 
must make sure that they receive the quality contracted and 
paid for. Although many dealers seem to think that the con' 
sumer is not mterested in knowing whether he gets Grade A, 
B, or C, they know that such standards are necessary for 
their ovm busmess. 

Consumers have always wanted good quality in buying food. 
Now they are begmning to advocate better, more honest, and 
more complete information on the labels of the goods they 
buy. Most agencies that are concerned primarily with the m- 
terests of consumers advocate gradedabelmg, but there are 
other groups who oppose this use of the gradmg system. There 
are several reasons for this opposition. Some believe that quality 
labelmg might reduce the amount of some kmds of products 
sold. As we shall see in a later chapter, at present the volume 
sold of a particular brand depends to a large degree on the 
extent and effectiveness of advertising, or on the reputation and 
good will that is enjoyed by the manufacturer. If a system of 
labelmg were required by which products were graded as to 
quality, and if consumers made use of the mformation on the 
labels, then the kind of competition between manufacturers 
would change. Advertismg of brand neimes might become of 
less importance, and competition for quality would be more 
prevalent. Consumers would not be misled mto buying the most 
expensive cans of peas in the hope that they were getting the 
best quality. The mferior products would certamly not sell 
as rapidly if their quality were known. 

Thus we can see reasons for opposition on the part of several 
groups. Agencies whose business it is to furnish advertising 
fear that their services might become less important, and that 
their business would decline as a result Sellers of inferior 
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products fear that, if complete knowledge of quahty were 
available to consumers, their products could not be sold -at any 
but a very low price. And sellers of very good products, whose 
reputations have been built up over many years through the 
satisfaction they have given customers and the great sums of 
money they have spent on advertising, fear that their sales 
might suffer if they had to compete with equally good but less 
well'known products. Such products, under a system of grade 
labeling, could be recognized by the consumer as being just as 
bt gh grade as the advertised brand, and it is possible that the 
latter might lose in volume, or be forced to lower prices. 

The National Canners Association opposes grade labeling 
but favors descriptive labelmg. It argues that descriptive terms 
can give more complete information to the consumer than a 
classification of three or four grades. It has set up a committee 
which suggests ideal descriptive statements which should be 
used on canned foods. Some samples of labeling for canned 
com are- 

(1) “Medium sweet . . . Very tender . . . Very thick 
consistency ... To a high degree free from dark kernels, 
cobs, husks, or silk.” and (2) “Unsweetened . . . Firm, 
not tough . . . creamy consistency . . . Practically free 
from dark kernels, cobs, husks, or silk.”® 

In all, this committee provides 144 different combinations of 
descnptive labeling for canned cream'Style corn alone. Descnp^ 
tive labelmg of this kmd would require the consumer to choose 
among hundreds of descriptions. The confusion which a house' 
wife would face if she tried to consider all these labels in 
order to pick the best quality would probably be so great 
that she would still be m the dark. She would know more 
about the contents of the can than about the contents of one 
without a descriptive label, but she could not easily compare 
the qualities of different brands. The advertisers would, there-- 

^Consumers' Guide, Dec 14, 1936, p 6 
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fore, not need to fear any loss of their importance, and the 
well'advertised brands would continue to profit by their repu' 
tations. 

The National Canners Association, however, maintains that 
Its plan for descriptive labeling would be more useful to con- 
sumers. It pomts out the diflEculty of determining the qualities 
of consistency, flavor, and tenderness that will satisfy most 
people, and of reduang these qualities to terms of three or 
four grades. It also argues that, with a grading system, products 
would be canned in such a way as barely to make the grade. 
If, for example, products scormg between 80 and 90 points 
are rated B, the canners would tend to aim at score 80 only. 
This might happen, but it does not seem to have been the case 
in Canada, where grade labeling is required. There it doesn’t 
happen because “Canadian canners found that if a canner aims 
at 80 he may find his product scoring 79 and thus be rated 
lower than he had planned.’’^ 

It should be noted that not all canners oppose grade labeling. 
Canners m Pennsylvania and "Wisconsin have mdicated that 
they prefer the grade system. The Tri-State Packers Associa- 
tion, of New Jersey, Delaware, and Maryland, have voted 60 
to 4 m favor of grade labelmg.’ Many busmess organmations 
believe that mformmg consumers of the grade of their product 
will not hurt sales. One of the largest meat packmg companies 
uses Its own system of grading. In the case of some products 
which have been graded sellers have found that sales mcreased. 
Of even more importance, they have found that there has 
been a shift from lower grade to higher grade products. 


The discussion of knowledge of what is mside a can brings 
out several problems which consumers face in trying to get the 
best possible goods for the money which they spend. It iUus- 


^ Reid, Margaret G, Consumers and the Mar\et, Crofts, 1938, p 379 
® Ibid , p 378 
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trates the means used by consumers to get quality, and it also 
demonstrates that too often the means used are not sufficient 
for the purpose 

Many consumers choose the food and other products which 
they buy by using brand names or trade'marks. When they 
prefer one brand over another it may be because they have 
tried it and found it satisfactory, or because friends who have 
tried it have recommended it Or it may be that they have 
been persuaded to try it through the influence of advertismg. 
The value of advertismg in helpmg us to determine quality is 
discussed in Chapter VI The value of experience with a certam 
brand is of real importance, especially in buying articles that 
are purchased often. But the situation is very different with 
regard to more durable goods which may be purchased only a 
few times during a lifetime. By trial and error through ex' 
perience we can afford to buy several kinds of canned peas, or 
pencils, or ink, to find one that is satisfactory But most con- 
sumers cannot afford to make an error in buying a wrist watch, 
or a suit of clothes, or a refrigerator, in order to find out by 
experience whether its quality is good 

Brand names are used as a means of securing quality by 
many consumers. Manufacturers put brand names on their 
products for only one purpose — ^to distinguish them from other 
products of the same kind so that the consumer will learn to 
ask for those particular brands. They are of real use to the 
consumer. They make shopping easier, for it is much simpler 
to ask for a certain brand than to describe the product wanted. 
They make it possible for consumers to repeat purchases of a 
brand which they have found satisfactory Often, but not al- 
ways, a weU-advertised brand is of fairly good quality, for it 
IS not good busmess to spend huge sums on advertising prod- 
ucts if these products have defects that the consumer will 
notice. But brand names are far from adequate as a method 
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by which the consumer can be reasonably sure of getting good 
value.' 

The quahty of products under the same brand name varies 
widely. If the price of raw cotton goes up, the manufacturer 
of cotton towels is faced with a problem. He may raise the 
price of his towels, but he fears that if he raises the price fewer 
towels will be sold. So he may decide to lower the quality of his 
towels, and let the price remam the same. Thus the consumer 
may buy the same brand, but get lower quality. An early frost 
may prevent tomatoes from ripening fully before they are 
picked. The canner of those tomatoes cannot get as good 
quality canned tomatoes from them as he could the year before 
when the tomatoes he used had been fully ripened Yet the same 
brand names may be used on those of lower quality. 

Not only do the same brands differ frequently in quality. 
Sometimes many different brands are really the same article, 
made by the same manufacturer. The Federal Trade Commis- 
sion has reported the case of one manufacturer who made one 
kind of mattress. These mattresses, all of exactly the same 
quality, were sold under five different brand names at five 
different prices. A common practice is this- A large mail-order 
company, or a large retail store, will make a contract with the 
manufacturer of an article sold under a well-advertised brand 
name for such a large quantity of his products that the manu- 
facturer will agree to leave the brand name off the article sold. 
The mail-order company, or the retailer, will then sell the 
products under its own name, usually at a lower price than the 
price of the same article under its origmal brand name The 
consumer, while he may know that the XYZ Brand sewmg 
machme is of good quality, does not know that he can get the 
same machine at a lower price without its brand name. 

There are other articles, such as aspirin tablets, which must 
be of the same standard quality no matter who makes them. 
Aspirm which sell at 5 cents a hundred are of the same quality 
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and will produce the same results as those which sell at 59 cents 
a hundred, or even those which sell at 10 cents for a box of 
twelve. Yet some people have become so thoroughly convinced 
of the superiority of a certain brand that a druggist who tried 
to convmce some of his customers that a cheaper brand was 
just as good reported that they insisted that only one brand 
would relieve their headaches. 

There are often hundreds, and sometimes thousands, of 
brand names for the same kind of product on the market, 
many of them of equal quality. Even where the quality varies, 
it is pretty difficult to choose the best from 1,000 brands of face 
powder, or 10,000 brands of flour. 

Price, it has already been shown, cannot be used as a com' 
pletely reliable index of quality. Careful examination and in' 
spection of goods at the time of purchase can help the com 
sumer, but only to a limited extent. The appearance of a 
product does not always mdicate its usefulness. Examination 
can show whether the buttons on a shirt have been firmly 
sewed on, and whether the seams of a dress are well made. 
But it cannot show whether the material will shrink or the color 
fade. Hidden values are often the most important ones. 

And so, after considering the ways by which consumers 
try to find out the quality of goods they need, by examination, 
by experience, by advertising, and by considering the brand 
names and the price, we find that those methods are not enough. 
Labels which give information on the hidden values, which 
honestly describe the product, and which give the consumer 
knowledge of the grade which he buys, seem to offer one of 
the best helps to intelligent and economical buying. If the 
consumer could be sure of honest labels mdicating that products 
were up to certam fixed standards of quahty, one of lus prob' 
lems would be well on the way to being solved. 

Buying according to certam definite standards is not a new 
idea. Let us leave the ordmary consumer for a while, m order 



55 


CONSUMERS SEARCH FOR QUALITY 

that we may compare the way the average person chooses his 
purchases with the way buying is done by one of the world’s 
largest buyers. Uncle Sam. When the United States govern- 
ment makes purchases of food, clothmg, textiles, buildmg ma- 
terial, machmery, trucks, automobiles, or even paper and ink, 
It does not do it by means of brand names or claims of adver- 
tisers. It has a whole government agency to see that it buys 
only the quality which is best suited for the purpose. The 
Bureau of Standards m Washmgton is that agency. Its ac- 
tivities result m savmgs of millions of dollars each year to the 
Umted States government. 

Before the government sets out to buy any of the thmgs it 
needs, experts prepare what is called a “specification.” This 
specification is a statement of standards of quality which must 
be met, and it includes all of the important characteristics of 
the goods m question. Specifications are then printed m the 
“Federal Standard Stock Catalogue.” “Suppose for example, it 
is bleached cotton sheets which the government wishes to pur- 
chase. This is the procedure. The ‘Federal Standard Stock 
Catalogue,’ containmg requirements for sheets, states that ‘the 
material shall be made of thoroughly cleaned cotton free from 
waste.’ In workmanship it demands that every sheet be ‘free 
from avoidable imperfections m manufacture and from defects 
or blemishes affectmg the appearance or serviceability.’ There 
must be no less than 74 threads per mch m the warp and 66 
in the filling. The mmimum allowable weight is 4 6 ounces per 
square yard. Hems must be 2 mches at each end, or 1 mch at 
one end and 3 inches at the other. Nor may there be less than 
14 stitches to the mch. Another requirement is a minimum 
breaking strength of 70 pounds m the warp and 70 pounds m 
the fillin g. Furthermore, the sheets must measure up to definite 
lengths and widths as specified m the leaflet.”® 

The government then advertises for bids for a certain number 

^Consumers* Guide, Vol III, No 13, 1936, pp 8, 9 
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of sheets which will meet the standard set m the specification 
Those who want to sell sheets to the government know that 
their products must measure up, and they quote the lowest 
price at which they will sell the quantity requested. The gov' 
emment orders the sheets from the lowest bidder. When the 
goods are delivered, a government agency tests them to see 
that they meet the standards set up by the government, for 
unless they do they will not be accepted or paid for. 

The Bureau of Standards is equipped with an amazmg array 
of apparatus used to test hundreds of different products. There 
is a machine on which shoes can be fitted and tested for wear' 
mg qualities. Other machines, for stockings, imitate the mo- 
tions of the human leg, and stretch and pull the stockings being 
tested to see how much they can stand. Chemicals dissolve 
paper to discover what percentage of rags or of wood-pulp 
has been used m its manufacture. There are sockets mto 
which hundreds of electric light bulbs can be connected and 
burned constantly to determine how many hours of service 
they will give. The equipment of the Bureau of Standards is 
so good that industrial and commercial companies all over the 
country make use of its services.^ 

It has been estimated that the consumers of the United States 
could save at least a billion dollars a year if they could make 
use of the findings of the United States Bureau of Standards.® 
But these findmgs are not available. The Bureau publishes the 
specifications which are set up for government purchases, but 
It does not publish the names of products which meet those 
specifications. It will, however, furnish a list of manufacturers 
who have agreed to certify that their products comply with 
standards set by the government. But these manufacturers agree 
to certify only m cases of large orders, so that even this service 

^ See Services of the National Bureau of Standards to the Consumer, U S 
0ept of Commerce, Free 

® Spahr, W E , Economic Principles and Problems, p 330 
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is not of much use to the “over'-the'-counter” buyer. The Bureau 
IS at present trying to encourage the voluntary use, by manu' 
facturers, of labelmg plans which would let such buyers know 
that their products meet certam government standards. 

If a good system of labeling seems to be an important way 
by which we can be sure of better quahty m the goods we buy, 
what can be done about it? Some possible answers to this 
question are the subject of discussions later in the book. The 
use of grade labels on foods is increasmg. One of the largest 
of the nation-wide grocery chams sells canned goods with 
grade labels. Cooperative stores are sehmg cans which have 
on their labels both a statement of grade and a description of 
the contents. Trade associations of dealers m many varieties 
of merchandise are considermg agreements for labels which 
will give honest mformation as to quahty. Fabrics which are 
truthfully labeled “sunfast,” “all wool,” or “guaranteed not to 
shrmk” are increasmg. This improvement is bemg made as a 
result of consumer demand There are many who advocate a 
law requirmg the grade labeling of foods, and there are others 
who object to such compulsory methods, but no one can deny 
• that mformation as to the quality of goods sold to consumers 
will increase if consumers demand products on which such 
information is available. 


Thus far our discussion of quality has been concerned chiefly 
with the mterest of consumers m getting good value for the 
money they spend. In this respect consumers want to be pro- 
tected agamst lack of mformation and against false and mis- 
leading claims. There is another aspect of the consumer’s need 
for quahty that is represented by the need for protection agamst 
dangers to health and safety. 

If you buy a sweater thmkmg it is all wool, when it is ac- 
tually made chiefly of cotton, you may suffer from the cold, 
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and you will probably have wasted money. If you buy a can of 
peas and get a lower quality than you expected, you have again 
spent money for something you didn’t receive. But if you buy 
a patent medicine which contains harmful ingredients your 
health may be seriously endangered. If you buy food which 
has been preserved by means of the use of poisonous chemicals, 
the risk you run is far more serious than hemg cheated out 
of the money you paid for it. If the mdk you drink has not 
been freed of harmful bacteria your life might even be m 
danger. 

Both the government and the public have shown greater 
interest in protection agamst dangers to health and to hfe 
than against dangers to the pocketbook. Because of this inter- 
est, the protection of consumers against products that threaten 
health and safety has become a field for government action. 
The federal government, state governments, and city govern- 
ments have all passed laws and ordmances to regulate and to 
prohibit the sale of dangerous and harmful foods and drugs. 
Other laws establish certain safety standards which must be 
followed in the construction of buildmgs and m the installation 
of electric wiring Because the purity of food and other stand- 
ards of health and safety have become matters for government 
supervision and control, a further discussion will be found m 
Chapter X. There we shall consider the methods used by the 
government to protect our mterests as consumers and the ex- 
tent to which those methods really succeed. 


SUGGESTED ACTIVITIES 

1. Read the Public Affairs Pamphlet, “Read Your Labels.” 

2. Collect and prepare exhibits of labels found on canned foods, 
on articles of clothmg, cosmetics, and other products. Evaluate 
them from the point of view of giving the consumer all the 
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information he should know before buying Compare the labels 
with each other. How many teU the name of the manufac- 
turer? How many give exact si 2 ;es or amounts'^ Which in- 
formation IS easily read? Think of other pomts on which to 
make comparisons. 

3. Write an ideal label for one or more of these articles, and 
see if other members of the class can pomt out defects m your 
label. 

4. Gompcire mformation given on labels with information given 
about similar articles in a mail order catalogue. 

5. What are “hidden values”? Illustrate from some article you 
use. 

6. Divide the class into groups, each group selecting one prod- 
uct about which to secure all available information. Each 
group should report, telling from what sources mformation 
was obtained, how easy or difficult it was to get, and whether 
the mformation finally secured was adequate. If convenient, 
products may be tested or tasted. Information may be secured 
from labels, advertismg, Consumers’ Research or Consumers’ 
Union reports, salespeople, and persons who have had experi- 
ence in usmg the products. 

7. Write to the United States Department of Commerce for 
a free copy of “Services of the National Bureau of Standards 
to Consumers.” 

8. Debate the subject- “Resolved, that the ffiidmgs of the Na- 
tional Bureau of Standards should be made available to con- 
sumers.” 

9. Debate: “Resolved, that grade labels should be required on 
all canned foods.” 

10. Collect samples of guarantees given by the sellers or the 
manufacturers of a variety of products, and compare the de- 
gree of protection which the different guarantees provide for 
the consumer. 

1 1 . Make a list of as many factors as you can think of which 
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influence people to buy a specific brand of a desired product. 
Include such things as information on the label, brand‘ name, 
union label, radio advertising, prices offered, advice of friends, 
experience, reputation of the store, and others. Check the rea^ 
sons which mfluence you most frequently in making your own 
purchases. 

1 2 Make a list of rules for being a good buyer. 



CHAPTER V 


CONSUMERS ASK HOW MUCH IT 
COSTS— AND WHY 


Q uality of goods and the cost of those goods to the consumer 
cannot be regarded as two separate factors. We all know 
'some products may be very good buys at $1.00, whereas 
we could justly criticize the quahty of those same products if 
they were sold at $1.50. If we do much buying, we soon leam 
that there are some goods of such poor quality that they are 
not worth buying no matter how cheap they are. We also learn 
that there are some cases in which it is foolish to buy the best 
quality, even if we can afford it. If, for example, a high school 
boy IS shopping for a pair of boots which he will wear on a 
fishing trip, but will not wear again that season, he would be 
■ wise to consider whether he will still be able to wear the same 
size shoes the next season. If he is likely to need a larger size 
the succeeding year, he would be foolish to pay more for a pair 
of boots because the salesman told him how much longer they 
would wear than a cheaper pair In our personal selection of 
articles we buy, therefore, cost is important m relation to 
quality and m relation to the purpose for which the articles 
are to be used. 

But the price of goods is far more important to the com 
sumer than merely a factor in choosing among many products 
which he may purchase. The majority of consumers cannot 
afford to look first for the best quality available; their first 
concern must be to find the lowest price, and then they may 
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look for the best quahty possible at that price. Large numbers 
of consumers must purchase at the very lowest price, fegard- 
less of quality. 

The National Resources Committee made a survey of the 
mcomes of consumers m the United States in 1935-36. It found 
that the typical American family had an income of $22.00 a 
week. Half of America’s families received less than that, and 
half received more. When all the living expenses of a family 
of four must be paid out of that mcome, the cost of livmg, 
which is the term used to mclude the prices the consumer 
must pay for all the goods and services he needs, becomes 
one of the most important thmgs m life.^ 

The consumer is interested m prices because it is of vital 
importance to him that prices should be low enough for him 
to have the necessities of hfe. Perhaps one out of every twelve 
famihes has enough income so that there is no need to worry 
about necessities, but even most of this small group m our 
total population is interested m low prices, in order that they 
may purchase more conveniences. Only a very few people in 
the United States have mcomes so large that, no matter how 
high prices go, they will have more than they can spend. 

The importance of lower prices has increased smce the de- 
pression. They have obviously become more important to the 
individual consumer, who has less to spend. They have also 
become important to the economists, business men, and other 
experts who have been trying to jSnd out why we are having 
such hard times and what can be done to improve them. Some 
of the most scientific studies that have been made of our eco- 

^ Note If each individual in the United States had shared equally in the na- 
tional income in 1935'36, his share would have amounted to about $9 00 a 
week If each family had shared equally with all other families, it would have 
received a weekly income of $31, which is less than $8 00 a week for each 
member of the average family Thus it is clear that taking money away from 
the rich and giving it to the poor would not help very much in giving us the 
standard of living we would like to have Consumers' Guide, Vol V, No 8, 
Sept, 1938 
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nomic system have led to the conclusion’ that the best thing 
for busmess would be a general decrease m prices. Lower prices 
would mean that more people could buy more thmgs, therefore 
more people would be put to work to produce those things, 
therefore still more people could buy even more. The manu' 
facturer, while he might not make as much profit on each 
article sold, would in the long run be better off, because he 
could sell larger quantities and keep his factory running at full 
capacity.^ 

Many business men agree with these conclusions. Many 
others continue to believe that their success depends on get- 
ting as high a price as they can. Business corporations are 
often like individual consumers m that it is difficult for them 
to take the long-time view. Both groups are likely to find it 
easier to work toward immediate gains, and forget the future, 
than to plan for what might be much better m the long run. 

Consumers, however, are agreed in wanting to pay less for 
their purchases. They want prices to be lower. But before they 
can take any intelligent action to benefit themselves they must 
find out if prices really are too high, and the reasons for those 
prices. Perhaps the first step which the consumer must take 
in trymg to find the answer to these questions is to realizie all 
the thmgs he is paying for when he buys any product. 

WHAT THE CONSUMER PAYS BOR 

The price which is paid by the consumer has to cover many 
things, but all of these thmgs are usually classed under two 
headings, the cost of production and the cost of distribution. 

^ Brookings Institution, Americas Capacity to Produce, Americas Capacity to 
Consume, Income and Economic Progress, Maurice and Laura Falk Foundation, 
Digest of America's Capacity to Produce and America's Capacity to Consume, 
1933''34, more especially, the Falk Foundation reprint from Fortune, November, 
1935, article by H G Moulton, ‘‘The Trouble with Capitalism Is the Capitalists ” 

One of the best bnef explanations of the importance of lower pnces, written 
in very interesting, popular form, is found in Goslin, Don't Kill the Goose, 
N Y, Harper, 1939 
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The price also has to cover any profits that have been made in 
both the production and distribution of the goods. Before going 
into a discussion of these factors it is important to understand 
just what the terms mean. 

The cost of production is the cost of making an article or of 
addmg to its value by improving it Let us take a man’s shirt 
as an illustration. The production of the shirt included, first 
of all, the raising of the cotton by a farmer One of the costs 
of production involved at this stage is the cost of the land 
which the farmer owns or the rent which he pays for its use. 
If he owns the land, a part of his cost has to cover the taxes 
he pays on his farm. If he rents the land, the rent has to be high 
enough so that it can cover the taxes which the landlord must 
pay. The cost of the seed and fertiliser used by the farmer is 
included, and the cost of the labor which he must hire as well 
as the value of his own labor. Then there must be added to 
the cost of production the expense of all the processes that the 
raw cotton must go through before it becomes a shirt, the 
operation of the cotton gin, the textile factory which weaves 
the cloth, and the factory m which the finished shirt is manu' 
factured. Some of the most important costs at this stage are . 
wages paid to laborers, salaries paid to managers, the price paid 
for the factories and their machinery and equipment, the in- 
terest paid on money that may have been borrowed to build 
and run the factories, the insurance premiums paid as protec- 
tion against fire and other risks, and taxes 

The cost of distribution is really the cost of getting the shirt 
to the person who is going to wear it It mcludes the cost of 
selling the shirt, and many other thmgs. People do not go to 
the factory to buy their shirts, and therefore the price must 
mclude the cost of transportation, and must help to pay the 
wages of those who work on the railroads. Since not all shirts 
are bought immediately after they are manufactured, cost of 
storage must be included. A wholesale company may buy large 
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numbers of the shirts and then sell them to retailers; and the 
expen^ of sendmg salesmen to tetail stores, and of dehvermg 
the shirts to those stores, is part of the cost of distribution. 
The wholesale merchant also has to pay taxes, insurance, m-" 
terest on borrowed money, and wages, and these are parts of 
the cost of distribution. 


THE FUNCTIONS AND COSTS OF DISTRIBUTION 





National odvertUtnj and ertiw eptis omount to of iho dutnbghon doHor 



From 59^ OF Your Dollar 


This chart illustrates the cost of getting goods from the producer to the 

consumer. 


Frequently a very large part of the costs of distribution are 
the expenses of the retail merchant The retailer often has to 
have a store in a convenient location, where rents and taxes 
are high He must have attractive displays, show windows, 
eihcient salespeople. He gives many services and privileges to 
his customers, such as the dehvery of purchases and the con- 
venience of charge accounts He has to guess at how much of 
any certain kind of merchandise his customers will buy, and 
often he has to run the risk of either havmg too much on hand. 
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and perhaps selling surplus stock at a loss, or having too little 
on hand, and perhaps losing customers as a result. 'All of 
these add to the cost of retail distribution. 

Another considerable amount, which adds to the cost of dis' 
tribution, is the money spent m advertising by the manufac' 
turer, the wholesaler and the retailer. There are many kinds 
of shirts on the market, and advertising is used to persuade 
customers to buy a certain kmd. This cost must be added to 
the price paid by the consumer. 

The costs of production and the costs of distribution are 
much more complicated than is indicated by these few para- 
graphs, but we now have a general picture of what is meant 
by those terms. It is equally important that we understand 
just what is meant by profits. 

The word “profit” is used in many ways, and has different 
meanmgs at different times and to different people. When an 
economist speaks of profits he means the amount left over in 
any business enterprise after all of the expenses have been 
paid. These expenses should include mterest on the money 
used and a fair salary for the busmess man. In other words, 
when a man makes a profit, he must make more than enough 
money to pay for the value of his own work m making the sale. 
A very simple illustration will serve to show the difference 
between profit and an mcome which is earned by the per- 
formance of some service. Suppose a boy buys a pocket knife 
for 50 cents and sells it to the next person he meets for 60 
cents. He has made a profit of 10 cents. But suppose the boy 
sharpened the blades of the knife before he sold it. In that 
case, the 10 cents which he gained is not a profit, in the sense 
in which we are now using the word, but was a fair payment 
for the work he had done m mcreasmg the value of the knife. 

Suppose a man who owns a comer grocery store finds that 
after he has paid all of his expenses, including taxes and in- 
terest and wages, he has made $150.00 in one month. He may 
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say that his profit that month was $150.00, but it was really 
not profit but a fair salary for his own work. But suppose 
that durmg the next month something unusual happens. Let 
us say he has an opportunity to buy a carload of sugar at a low 
price. He buys it and holds it until the price has gone up. 
Suppose that he sells so much of it that this time he makes 
$500.00 a month. Part of that amount is really profit. His 
own work was worth no more than the previous month. It 
probably cost him somethmg to store the sugar. But he may 
have made a real profit of about $300.00, because he took 
a chance on the sugar. If the price of sugar had gone down, he 
might have lost that amount or more. His profit, then, resulted 
from his willingness to run the risk of possible loss. 

Profit is sometimes described as the reward for the wfiling' 
ness to take risks. A man makes a new invention which he be' 
lieves will be of great value, but it will be expensive to get 
the equipment necessary to manufacture the product. He ap' 
proaches a friend who has enough money, and offers him half 
mterest in the invention if he will supply the money needed. 
If his friend supplies the money he is running the risk of 
a total loss m case the venture is not successful. But if it 
does succeed, he may make a great deal of money. If the money 
he makes is only equal to the amount of interest which he 
could have got by puttmg his money in a bank or m some 
other safe mvestment, then it cannot be said that it constitutes 
profit. But any amount that he makes in excess of a fair m' 
terest rate is his profit on the enterprise. If it had not been 
possible to make a profit, he would probably not have taken 
the chance of losing his money, and a useful invention might 
not have been developed. 

Sometimes profits result from wiUmgness to take a chance, 
sometimes they result from luck, sometimes from superior 
abihty. They may come from unfair business practices, or 
from the building up of a monopoly. Another source of profit 
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may be the exploitation of labor or natural resources. Some 
people beheve that there should be no profits, but that' people 
should be rewarded only for the services they perform. Others 
point out that taking a chance is sometimes performing a 
service, and that if it hadn’t been for the possibility of making 
profits people would not have mvested the money necessary 
for the rapid development of our country. But our immediate 
concern here is not with the question of whether profits are 
good or bad, or whether some profits are too high or too low. 
We are deahng now with the factors which contribute to the 
price consumers pay. Whatever the value of profits as an 
centive to the development of business enterprises, it is clear 
that the amount of the profit is a part of the price consumers 
pay, along with the costs of production and the costs of dis^ 
tribution. 

There are so many thmgs which the consumer pays for that 
the problem of discovering whether he is paying a fair price 
becomes extremely complicated. It is equally difficult to find 
ways to lower that pnce. The problem will be a little easier 
if we consider in detail some of the factors which contribute 
to the cost of one specific product. We are taking milk for an 
example, partly because it is one commodity which all con- 
sumers need, and partly because enough scientific studies have 
been made of the production and distribution of milk to give 
us some basis on which to come to a few conclusions. 

THE COST OF A BOTTLE OF MILK 

If you should spend a vacation in the town of Merida, which 
is one of the most important cities in the state of Yucatan in 
Mexico, you would probably be awakened at dawn by a strange 
clattering noise in the street below your wmdow. Smce Merida 
is on the whole an orderly, peaceful town, you would probably 
investigate such a noise. Outside m the street you would see 
a farmer and his son drivmg their goats along the street, stop- 
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ping at each house in which the people wanted to buy milk. 
The housewife who needs milk takes her own pitcher out into 
the street, and the farmer milks his goat there before her eyes. 
When she has all the milk she needs, the goats will be driven on 
to the next place, where more milk is delivered. This is not the 
only place where such direct methods of production and dis' 
tribution are carried on. In Naples, Italy, it is said that, while 
cows are driven along the street as they are in Merida, goats, 
which have a preferred standmg because their milk is more 
highly prized, are led straight up to the consumer’s kitchen. 
The problem of distribution is very simple. 

In the United States today there are stiU places where milk 
IS delivered directly to consumers by the farmer who produces 
It, although he keeps his cows on the farm and delivers the 
milk in bottles. But in all cities and towns of any size milk is 
distributed in a much more complicated manner. 

Milk ordmances provide certain standards which must be 
met to guarantee the purity of milk sold. Strangely enough, 
it is only withm the last generation that purity of milk has 
been enforced by law. The first milk regulation on record 
was passed in Glasgow, Scotland, in 1809, and prevented the 
dilution of milk with water ® In the 1850’s laws for a similar 
purpose were passed m Massachusetts. Between 1900 and 
1910 the earhest laws regulating the bacteria in milk sold to 
the public were passed. Now the milk that is delivered in most 
cities must be pasteurized,^ and this process is one of the costs 
which must be paid for when milk is purchased. Smce purity 
of milk is such an important health necessity, consumers know 
that the cost of pasteurization is worth while. 

The city council m Milwaukee, Wisconsin, carried out a* 

^Consumers’ Guide, Vol IV, No 10, Aug 9, 1937, p 5 
Certified milk is raw (unpasteuri2;ed) milk which has been produced under 
completely sanitary conditions Dairy barns aie inspected regularly and cows 
examined to make sure they are free from disease There is comparatively little 
certified milk sold 
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complete mvestigation of milk distribution from 1934 to 1936, 
with the assistance of experts from the United States Depart' 
ment of Agriculture and the Emergency Relief Administration. 

PRICE SPREADS 

PRODUaiON COST DISTRIBUTION COST 



GASOLINE 


CANNED TOMATOES 



Each symbol represents 10 per cent of retail price 

PICTOGRAPH CORPORATION, FOR PUBLIC AFFAIRS COAAMITTEE, INC 

From 59«' OF Your Dollar 
The chart shows what proportion of the consumer’s dollar goes to pay for 
the costs of production, and of distribution 

Some of the facts which were discovered in that investigation 
are very helpful in showing why milk costs as much as it does. 
One big factor was the method of haulmg milk from the farms 
to the milk distributmg plants in Milwaukee 

“One hundred forty'three haulers m the Milwaukee milk- 
shed stopped at 2,597 farms to collect milk. Wastes showed up 





startlingly. To get to the 2,597 farms they’served it was neces' 
sary for these 143 haulers to pass 2,852 dairy farms. Haulmg 
in this case, and Milwaukee is not exceptional, becomes some' 
thing like playmg leapfrog, with a hauler collecting from one 
farm then skippmg a farm, while right behmd him another 
hauler follows, collectmg from the farms that have been skipped, 
skippmg the farms that have been served. One trucker passed 
up 55 farms to make collections at 9 farms. Trucks devoted 
to milk hauling were used only to 60 per cent of their capacity.” 
Another waste was discovered when the amount of time which 
truckers had to spend waitmg at the milk plants was calculated. 
It was found that for every five hours the haulers worked, 
they had to loaf more than one hour.® 

After the milk had been pasteuri2;ed and bottled a similar 
situation occurred. It was found that “on one day, March 16, 
1934, the milk trucks of 17 companies paraded up and down 
one city block to serve the customers in that block. In two 
blocks 15 milk wagons marched and counter'marched to de' 
hver mdk. One thousand and twenty city blocks in Milwaukee 
were studied on March 16, 1934. In every block except one, 
at least two companies made deliveries. In 800 of the 1020 
blocks, five companies went in and out durmg the day to de' 
liver milk Six companies delivered milk in 146 different blocks, 
and m 147 other blocks seven companies competed with each 
other. In two houses nme companies made dehveries.”® 

This “musical comedy parade” of milk drivers up and down 
the street is not only annoymg to those whose early morning 
sleep IS being disturbed, but it adds greatly to the cost of milk. 
Just how much it adds cannot be stated except with regard to 
each particular case. The Federal Trade Commission made 
an mvestigation m 1930, 1933, 1934, and 1935 in the cities 

® Consumers* Guide, op cit , p 19 

^Consumers* Guide, Vol IV, No 11, Aug 23, 1927, p 12 
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of Baltimore, Boston, Cmcinnati, and St Louis, and found that 
delivery costs alone took from 21 to 28 cents out of each 
$1.00 paid by the consumer for milk. Durmg those same years 
the cost of pasteurizmg and bottlmg the milk took only 10 
cents out of each $1.00.^ If milk were bought at retail stores, 
instead of through door-to'door delivery, the consumer might 
be able to save one cent a quart or more In some cases milk 
is one cent cheaper at the store, but in other cases the price 
is the same. If the same price is charged, those consumers 
who do not demand doorstep delivery are helping to pay for it 
even though they are getting nothing in return. 

An experiment m a number of midwestern cities shows that 
costs of distribution can be reduced if services are decreased. 
Dealers offered to sell milk at stores m gallon jugs, at a price 
2^ cents a quart lower than that of milk delivered by the 
quart at the home. Over two^thirds of the families who bought 
milk m this manner were able to mcrease the amount of milk 
they used, the average increase bemg from 47 to 50 per cent.® 

Another cause of excessive cost m the distribution of milk in 
Milwaukee was found to be failure to use the plants most 
efficiently. “Twenty-two plants m Milwaukee could have pas- 
teurized 71 per cent more milk than they actually pasteurized 
in April 1934. They could have filled 122 per cent more bot- 
tles than were actually filled and washed 91 per cent more 
bottles than they actually washed. This may be due to the 
fact that milk sales m mdividual companies vary much more 
than the milk sales of aU companies. Money, time, and labor 
IS expended by the milk companies in an attempt to capture 
mdk markets from each other. Because of the greater variation 
m sales, plant capacities must be higher than necessary to take 
care of sales variations. Milk plants therefore operate much 

^ Ihid , p 12 

^Consumers’ Guide, Vol IV, June 1938, p 12 
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below capacity during shifts in the milk market in milk sales 
from one company to another.”® 

Some of this waste might have been eliminated if Milwaukee 
families had used more milk, thus enabhng the plants to work 
more efficiently. The mvestigators mquired mto the amount 
of milk used m the city, and found that the average family 
used iVs quarts a day. This average is not enough to supply 
the amount that health experts tell us is advisable, yet many 
families used less than this average. The investigators asked 
Milwaukee famihes whether they would use more milk if the 
prices were lowered 2 cents a quart, and 30 per cent of them 
Scud that they would.^® 

But the farmers received only about half of the dollar which 
the consumer paid for milk. What about the profits of the diS' 
tributing companies? There was variation, of course, among the 
more and less efficient of the companies. The differences in the 
ways in which records were kept made it impossible for the 
investigators to make any completely accurate statement. How' 
ever, for a part of the period studied, it seemed that the average 
distributor lost money rather than made profits, and that over 
the whole period the profits were probably very low. 

In an attempt to find some way by which the cost of milk 
could be reduced, and the amount consumed mcreased, the 
investigators explored the possibility of a pubhcly owned system 
of milk distribution, which might be operated by the city. 
They carefully considered the cost of such a plant, equipped 
to take care of the estimated needs of Milwaukee consumers 
until the year 1950. It was not to be supported by taxes, but 
was to pay for itself over a period of 19 years. It would elimfi 
nate the waste involved m the “leapfrog” method of coUectmg 
milk from farmers, and in duplications of delivery services. 
The plans indicated that, under such a system milk could be 

Ubid, No 11, p 22 
Ibid , pp IQ'IX 
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sold to the consumer at 2 cents a quart less than the present 
price, and at the same time farmers could receive 21 cents 
a hundredweight more for their milkd^ The farmers might 
even expect the additional benefit of being able to sell more 
milk, because of the mcreased purchasing power of the com 
sumers. This was only a paper plan, however, and it has not 
been tried. There were other suggestions made by which the 
wastes in the existing system might be lessened. Distributors 
might zone their sales territories to elimmate duplication in 
delivery. Farmers might arrange cooperatively to have their 
milk hauled to central stations, from which it could be trans' 
ported more economically to the distributing plants. Provision 
might be made for consumers to get lower prices when they 
purchased milk in larger quantities, smce two or three quarts 
of mdk can be delivered about as cheaply as one. 

If It IS possible to summarise the reasons for the high cost 
of milk m Milwaukee, and Milwaukee is a fairly good example 
of conditions that exist m many other places, we can see that 
one reason is the demand of the consumer for certam services 
Another is the waste which results from the competition of 
many companies. But if competition often is responsible for 
mcrease m costs, the ehmmation of competition by monopoly 
may be equally dangerous. 

It has often been said that competition is healthy for busi- 
ness and good for the consumer Under the competitive sys- 
tem the most efficient busmess enterprises are supposed to win 
out, and the consumer is supposed to get higher quality than 
he would otherwise. The example of milk shows that this is 
not always true. It should be remembered that in Milwaukee, 
as well as m all cities which have in force good laws regardmg 
the purity and quality of milk, there isn’t much chance for 
competitors to try to outdo each other in providmg the con- 
sumer with better value. The milk sold must have a certain 

Ibid , pp 20^23 
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butterfat content, and it must be free from harmful bacteria. 
The taste and quality of the milk is about the same, regardless 
of the company which distributes it. About the only ways in 
which competition for the patronage of consumers can be 
carried on are by givmg more service, or by attemptmg through 
advertising to wm more customers. These both mcrease costs. 
Therefore the situation with regard to milk is somewhat dif' 
ferent from that of other products m which there is a real 
opportunity to compete in the quality offered to consumers. 

We have seen that wasteful competition may result in in- 
creased prices. But the danger of increased prices may be even 
greater if competition is prevented by means of monopoly. Just 
what is a monopoly? Even the United States Supreme Court 
has found it difficult to define a monopoly, especially in a way 
that wiU apply to specific cases In general, a monopoly is a 
unified or centralized control of any commodity to such an 
extent that prices to the consumer can be fixed. 

There are several kinds of monopolies. A legal monopoly 
IS one which is generally regarded as desirable, and is therefore 
a privilege granted by law. Patents and copyrights are legal 
monopolies which give the owner exclusive rights to the article 
patented or the material copyrighted for a certain number of 
years. Another kind of legal monopoly is that held by street- 
car companies which operate under franchises from the gov- 
ernment. It would be clearly impossible for two or three street- 
car companies to build tracks and compete with each other on 
the same streets Consequently the government grants to one 
company the exclusive right to provide street-car transporta- 
tion. But because such a company, havmg no competition, 
might be in a position to charge consumers too much, the gov- 
ernment retams the right to regulate the company and to have 
control over the services provided and the prices charged. 

Another kmd of monopoly is called a natural monopoly 
It may belong to individuals, companies, or nations. Great 
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artists have a natural monopoly on their own talents, and those 
who are very great can command very high prices because no 
one can compete with them. A man may own property on 
which there are located the only hills m the vicinity which 
provide a good place for skung. He has a natural monopoly, 
and can charge as mudi as people will pay for the privilege 
of skimg on his property. Pennsylvania has a natural monopoly 
on anthracite coal, and Africa has a monopoly on diamonds. 

A legal monopoly is granted by law, and a natural monopoly 
IS granted by nature. A third kind of monopoly, called a capx' 
talisuc monopoly, is not granted by nature or by law, but is 
developed by one producer or group of producers in order to 
control the price of certam goods or services. Laws have been 
passed to prevent this kind of monopoly, but the laws have 
not always succeeded. 

One company does not need to control the whole supply 
of any commodity m order to eliminate competition and 
create at least a partial monopoly. In contrast with the condi- 
tions which were illustrated by the situation m Milwaukee, 
the Federal Trade Commission has described some corporations 
in the milk busmess which are big enough to exercise an almost 
monopolistic control m certam areas cind for certain milk 
products An article m the Consumers’ Guide, which sum- 
marizies some of the findmgs of the Federal Trade Commission, 
begms its description with the following paragraphs 

“Neapolitan milk consumers who get their milk warm from 
goats that walk into their kitchens need never bother them- 
selves about distribution problems There the economics of 
distribution are ideally simplified mto a triangle, goat, goat- 
owner, and consumer. And unless the goat eats the money the 
consumer pays, the goat-owner gets it, and no economists need 

Consumers* Gmde, Vol IV, No 22, Jan 31, 1938, p 14 The following 
material on milk corporations was taken from this article, pp 14" 17 
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go hunting up and down the country tracking down pennies 
in the consumer’s dollar. 

‘'’American city consumers, however, never see the cow 
whose milk they drmk, they don’t know the owner of the cow, 
and as for the consumer’s dollar, it takes an economic Sherlock 
Hohnes to find out who gets it. 

“Instead of a goat m his kitchen, the American consumer 
has a corporation on his doorstep. A goat can be seen, smelled, 
and touched, but a corporation is intangible, it has neither 
shape, smell, nor touchable substance. Anyone can descnbe 
a goat, but describmg a corporation is a job for a trained 
economist.” 

Accordmg to the Federal Trade Commission report, the 
largest milk corporation in the United States grew by purchas' 
ing 331 separate dairy companies and by purchasmg or or' 
ganizmg other companies which operate its cold storage plants, 
run its trucks and tank cars, and advertise its products. Tlie 
corporation itself does not handle milk, but the companies 
which It owns handle milk, cheese, ice cream, and other milk 
products. It purchased most of the 331 dairy companies, not 
by paymg for them m cash, but by giving stock m the big 
corporation to the owners of the companies it bought. The 
owner of a dairy company would sell his company to this big 
milk corporation, and promise not to engage m the dairy bush 
ness agam, and m return he would receive stock in the milk 
corporation and a job running his former company at a salary 
of anywhere from $5,000 to $50,000 a year. 

This No. 1 milk corporation, although it does not operate 
all over the country, does buy nearly 10 per cent of all the 
m ilk sold by farmers m the United States. By 1934 it con' 
trolled 21 per cent of all the ice cream sold in the coxmtry, 
but in certain areas it controlled a much larger percentage. 
In Connecticut and Vermont it controlled one-half of the 
ice cream sold, and in four other eastern states and the District 
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of Columbia it controlled 40 per cent. Onc'third of all the 
cheese sold in the United States was marketed by this corpora- 
tion. 

The Federal Trade Commission examined other large cor- 
porations handlmg milk and milk products. It found that the 
No. 1 corporation and five others handled four-fifths of all 
the cheese sold m this country. Still further it found that 
“The three largest corporations could act together and set the 
price of cheese.” It concluded that the price of cheese is not 
determined competitively. 

If we are able to judge from the figures which were available 
to the Federal Trade Commission, we find that when corpora- 
tions handling milk and milk products become large enough 
so that in certain areas they are able to set prices of products, 
they are much more likely to make profits than were the dis- 
tributors which were investigated in Milwaukee. The Federal 
Trade Commission experts estimated that the average annual 
return on investment in 10 large milk processmg and distribut- 
ing companies for the years from 1929 to 1934 was 10.25 per 
cent. This period mcluded some of the worst years of depres- 
sion, when most business enterprises seemed to have a hard 
time making ends meet. Yet these milk companies were able 
to operate very successfully. 

In this discussion of milk, only one of the products which all 
consumers need, we have noted some of the things which are 
included m the prices we pay. No matter what we buy, unless 
it is sold at a loss, we pay for the costs of production and the 
costs of distribution. If profits have been made, we pay for 
them when we buy. There may be losses somewhere along the 
Ime, and profits somewhere else. This has frequently been the 
case in the purchase of agricultural products. The farmers 
have often failed to receive enough to cover them costs of 
production, and yet the finished product is sold for a high 
enough price to insure profits to the manufacturer and dis- 
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tnbutor. A startling example of this occurred with regard to 
tobacco*. “Durmg the decade from 1923 to 1932, the income 
of tobacco growers was reduced almost two'thirds. The m' 
come of warehousemen was cut m half The income of workers 
in manufacturing plants was reduced about 15 per cent per 
person, and the number was sharply reduced The profits of 
the manufacturer were almost doubled.”^® 

We have seen that m the case of milk the duphcation of 
effort resultmg from the competition of many companies greatly 
mcreases the cost of delivery and the price which we must pay. 
But we have also seen that the elimmation of competition can 
result in a monopoly which is strong enough to s^ the prices 
where it pleases Instead of passing onto the coi^imer the 
saving which results from the elimination of duplic^aan, a 
monopoly is likely to increase its own profits. 

THE CONSUMER PAYS FOR RETAIL SERVICE 

Most of the ordinary purchases which we make come from 
a retail dealer. There are many kmds of retailers from whom 
we may buy We may get our food from the independent 
corner grocery, or from a chain store, or from a big super- 
market. We may even buy food in the grocery department of 
a large department store. At such a store we can also buy 
shoes, clothmg, furniture, electrical goods, fishing tackle and 
drugs. We can even buy beauty parlor services at most de- 
partment stores. Then there are specialty shops, at which only 
one kind of merchandise is sold, such as shoes or hats. Other 
forms of retailmg are done through mail-order houses, and by 
direct house-to-house sellmg. The costs of distribution through 
these various kinds of retail selhng vary. A good share of the 

An address entitled “Tobacco This Year and Five Years From Now,” by 
J B Hutson, Chief of Tobacco Section, Agricultural Adjustment Administra' 
tion, delivered before the Annual Convention of Tobacco Warehousemen at 
Asheville, North Carolina, June 14, 1934. 
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differences are due to the variations in the services which are 
provided to the customers. 

THE COST OF CREDIT 

When a person buys any goods he may pay cash, or he may 
buy “on credit,” in which case he agrees to pay cash at some 
later date. Accordmg to the figures of the Umted States Census 
Bureau about one^third of all retail purchases are bought on 
credit. 

People are more Ukely to use credit to buy more expensive 
articles than the less expensive ones. Less than one-fourth of 
the groceries and meat purchased is bought on credit. More 
than one-third of the purchases made in department stores is 
bought on credit. But when we look into the buying of furni- 
ture, radios, household appliances, lumber and building ma- 
terial we find that nearly three-fourths of these purchases are 
bought either on charge accounts or on the mstallment plan.^^ 
The greater difficulty of paying out large sums of money at 
one time is not the only reason why there are more credit sales 
m this last group of commodities. It is easier for a customer to 
get credit on durable goods than on goods that last only a short 
time. If a person buys food on credit and later is unable to pay 
for it, his grocer will probably have to lose the amount of the 
sale. But if the buyer cannot pay for furniture or a refrigerator, 
the seller still may have the opportunity to take back the article 
sold, and he will therefore not lose the total amount. 

CHARGE ACCOUNTS 

There are two ways in which retail dealers offer credit to 
their customers, by charge accounts and by installment buying. 
The United States Census of Busmess m 1935 found that over 
21 per cent of all retail sales were made on charge accounts. 
Just what are the advantages to the consumer of chargmg his 
purchases and paying for them at the end of the month? 

S, Census of Busmess, 1935, Retail Distribution, Vol VI, p 14 
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Some consumers prefer to charge all their purchases and pay 
for them at one time because it makes it easier for them to 
keep records. They also find it easier to order by telephone. 
They are not troubled by wondermg whether, when the gro- 
cery order is delivered, they will have enough cash on hand to 
pay for it. They do not need to carry with them enough money 
for all the purchases they may wish to make, and run the risk 
of losing some of it. They find m many cases, that charge ac- 
counts make for better relations between the retad store and 
its customers, and that in the case of merchandise which is not 
satisfactory the store is more hkely to make adjustments with 
charge customers than with those who have paid cash. Charge 
accounts also have some advantages to the merchants. They 
axe likely to help develop permanent customers and larger sales. 
They also help to spread buying throughout the month or the 
week, and thus avoid the crowdmg of the store on payday. In 
other words, charge accounts are a convemence, and consumers 
are likely to think they might as well take advantage of it if 
they can, since it doesn’t seem to cost them anything. 

But consumers are mistaken if they think that charge ac- 
counts are free. These accounts make a great deal of book- 
keeping necessary, and the expense of bookkeepmg has to be 
added to the price of the merchandise. Before a store can give 
credit to a customer it must find out whether he is hkely to 
pay his bills promptly, and in most cities this means that there 
must be an investigation of his credit rating. There has been 
developed a network of retail credit cissociations, with bureaus 
in all cities of importance, in order that records may be kept 
of persons who have charge accounts, so that any retailer may 
make use of the information collected. All of this is expensive, 
and agam its cost must be added to the price charged the cus- 
tomer. There is also the problem of bills which are not paid 
promptly. Records show that a great many charge customers, 
while they eventually pay their bills, fail to pay them at the 
end of each month. Suppose a bill goes unpaid for several 
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months. The retailer must have additional records, he must go 
to the expense of sending second and third bills, he must some' 
times make other attempts to collect. Meanwhile he has lost 
the use of the money during this time, and if too many of his 
customers have delmquent bills he may not be able to pay 
cash for his own purchases from the wholesale company. Smce 
wholesale companies give discounts for cash, the merchant has 
to lose the discount he might have had. And the retail sellmg 
price must be high enough to cover this expense also. 

Many consumers do not realize that the privilege of havmg 
a charge account is one of the factors which is mcluded in the 
prices they pay at all retail stores except those which sell for 
cash only It is, of course, perfectly fair that consumers should 
pay for this privilege. But stores that extend credit, on the 
average, make half of their sales for cash. What about the cash 
customers? In most cases they have to pay just as much of the 
cost of credit as do the customers who get the benefits While 
a few retail stores have been known to give discounts to those 
who pay cash, most of them have one price for all of their 
customers. 

If a consumer does not need or want the convenience of a ' 
charge account enough to be willing to pay the extra cost m' 
volved, he can find one solution by buymg from stores that sell 
for cash only. But as a general rule in most places he cannot 
get everything he wants at cash stores. Here and there, re' 
tailers are beginning to adopt policies which result in a fairer 
distribution of the costs of credit to those who use the credit 
only. One store, for example, gives 2 per cent off for cash, and 
1 per cent off for all bills paid within 30 days For bills that are 
stffl unpaid after 60 days, it charges 1 per cent a month as inter' 
est.^® Under such a policy, cash customers have an incentive to 
pay their bills on time, and those whose bills remam unpaid for 
a long time have to pay for the extra cost. 

^^Reid, Margaret G, Consumers and the Mar\et, Crofts, 1938, pp 249^250 



HOW MUCH IT COSTS— AND WHY 


83 


> BUYING ON THE INSTALLMENT PLAN 

A college student, whose allowance for personal expenses 
is a certain limited amount each month, finds that he needs a 
new suit. He stops at a clothing store near the campus and 
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finds one that he hkes priced at $27.00. The clothing dealer, 
knowing that such a sum is pretty large for most students, sells 
suits on the installment plan, and explains that the suit can 
be bought for a down payment of $7.00 and four more pay- 
ments of $5.00 each The student pays the $7 00 and goes out 
happily with his new suit He would not have been able to 
pay the $27 00 but he can pay $5 00 a month, and have the 
benefit of the new suit during that time. He does not know 
what he is paymg for installment credit. 
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If he had asked what the suit would have cost if he had paid 
he would have been told that its cash price was $25.00. 
He would then have recognized that he was paying the extra 
$2.00 as interest on the $20.00 which he still owed. But even 
then he would probably not have realized what a high rate of 
interest he vras paying, unless he stopped to figure it out. Sup- 
pose we figure it out here. Since he was to pay back the $20.00 
in four equal monthly installments, he was really borrowing 
$20.00 for one month, $15.00 for two months, $10.00 for 
three months, and $5.00 for four months. This would be equal 
to his owing the dealer an average of $12.50 for a period of 
four months. For this he paid $2.00, which is an mterest rate 
of 16 per cent for the four-month period, or 48 per cent a 
year. This seems to be a pretty high rate of interest, but it is 
low compared to some of the charges made for purchases on 
the mstallment plan.^® 

The amount which the consumer pays for installment credit 
is not as hard to discover as the amount he pays for the privi- 
lege of a charge account. Yet few of us realize how much the 
“easy payments” really cost unless we figure out the true in- 
terest rates. One study which was made of the various rates 
charged attempted to include only mstallment terms most fre- 
quently used. It showed that, not only are the rates high, but 
they vary a great deal. Some of the annual rates charged 


followd^ 

New automobiles 21.9 per cent to 32.9 per cent 

Used automobiles 34.8 per cent to 47.1 per cent 

Automobile tires 33.6 per cent to 106.1 per cent 

Refrigerators 8.3 per cent to 51.8 per cent 


This interest rate has been figured in a simplified manner, which is often 
used If, instead, this rate had been figured in accordance with a widely used 
formula for calculating true interest, the rate would have been 52 2 per cent 
a year. 

Foster, LeBaron R , ‘Installment Credit Costs and the Consumer," Journal 
of Business, University of Chicago, Vol VIII, Jan 1935, pp 27-45 
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Furniture 6.0 per cent to 55.5 per cent 

Radios' 11.5 per cent to 98.3 per cent 


In recent years there has been a decided increase in the 
amount of goods sold on the mstallment plan. Many beheve 
that this mcrease is a good thing. It makes it possible for the 
buyer to have the use of some article immediately, without 
waitmg until he has saved enough money to pay for it com' 
pletely. Some beheve that it encourages thrift by making the 
purchaser budget his income in order to make definite pay' 
ments at certain times. Others disagree, behevmg that thrift 
would be promoted more effectively by savmg regularly before 
the purchase is made. Some thmk that buying on the install' 
ment plan makes it possible for meiny people to have more 
goods than they would otherwise be able to buy. This is proba' 
bly true, although it should be remembered that the extra 
money which is paid to cover the “carrymg charges” might 
be used to purchase other thmgs if the buyer did not have to 
use It to pay for credit. No rule can be set down stating 
whether installment credit is good or bad. This, hke other 
phases of plannmg budgets and spending mcome, is a matter 
for each consumer to decide for himself. But the mtelligent 
consumer will, in makmg his decision, consider several impon 
tant factors. 

First, the consumer should recognize how much he must pay, 
in addition to the cash price of the goods he wants, for the 
privilege of buying on the mstallment plan. He must realize 
that, even if a merchant advertises “no carrying charges,” he 
still has to pay for credit. There are always carrymg charges. 
When a dealer advertises that there are no such charges on 
the goods which he sells on the mstallment plan, the actual 
situation IS probably that he sells so large a proportion of his 
merchandise on the mstallment plan that he has only one price 
He has no set amount which is labeled a “carrymg charge,” 
instead that charge is included m the price of the article. Like 
the merchant whose customers pay for the privilege of havmg 
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charge accounts, the exact amount of the charge is nowhere 
hsted, but it must be paid for just the same. No merchant could 
afford to give customers long-time credit on the installment 
plan without chargmg them for that credit. 

The intelligent consumer, before buying anything of value 
on the installment plan, will find out exactly what rate of m- 
terest he is paymg He cannot usually find this out merely by 
reading the terms of the installment contract. The college stu' 
dent who bought the suit did not realize that his $2.00 “car' 
tying charge’' was actually an mterest rate of 48 per cent 
annually. The person who investigates will often find that the 
“carrying charge” which is stated is far below the actual charge 
Take this case of a radio as an illustration. The cash price of 
the radio was $100.00, the price on “easy payments” was 
$104.00. Since this was only $4.00 more than the price listed 
for cash, the dealer stated that the carrymg charge was 4 per 
cent. But for spot cash the dealer would deduct $10.00 from 
the “cash price,” which in reality meant that a person buying 
on the installment plan would pay $14 00 more than if he paid 
cash. Since he had to pay a $5 00 down payment in cash any' 
way, he was really paymg $14 00 for the privilege of paying 
the remaming $85.00 in 12 monthly payments. Instead of a 
carrying charge of 4 per cent he was paying more than 30 
per cent.^® 

A careful buyer will not only figure the actual charges which 
are being made, but he will compare the terms of various deal' 
ers. The table on page 84 shows that terms vary a great deal. 
A refrigerator, for example, could be bought on terms which 
involved charges of from 8.3 per cent to 51 5 per cent In the 
purchase of any article for which a considerable sum of money 
IS paid, time spent in comparmg terms and rates is often well 
worth while. Only when the consumer knows the true cost of 

Foster, LeBaron R, Credit for Consumers, Public Affairs Pamphlets, No 5, 
1936, Public Affairs Committee, Washington, D* C , pp ll-n 
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installment credit is he able to decide whether it is wise for 
him to buy “on time.” 

A further factor m installment credit arises out of the fact 
that contracts are required When a person buys any article 
on time, he signs a contract m which all of the terms of the 
purchase are stated. Most dealers are honest in these contracts, 
but there are many cases in which customers, because they 
fail to read before they sign, agree to terms which are unfair. 
It is the buyer’s fault if he signs such a contract. But the con- 
tracts are often long, printed in small type, and sometimes the . 
dealer does not encourage the buyer to take time to read the 
contract through. The buyer should be particularly careful to 
notice what rights the dealer may have m case payments are 
not made when they are due, whether the seller can take back 
or repossess the article, and whether the buyer has any chance 
to redeem it once it has been repossessed. 

A final and most important question which the consumer 
should ask before buying anything on the installment plan is 
whether he would be wiser to borrow money from some other 
source and pay cash for his purchase. He may find that he can 
borrow money from a bank, a credit union, or from some other 
source at a rate of mterest which is lower than the carrying 
charges of installment buying. 

THE COST OF OTHER SERVICES 

There are many other services which consumers get from 
retail dealers which they must pay for in the form of an m- 
crease m the price of the goods they buy. Delivery service is 
one of these. Many stores which sell for cash only also save 
the cost of delivering purchases, and will not deliver orders 
unless the customer pays a fixed charge for the service. But 
stores which do not follow the “cash and carry” policy must 
add enough to their prices to cover costs of delivery as well as 
costs of credit. And )ust as the expense of charge accounts has 
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to be paid by those*" who pay cash as well as those who charge 
their purchases, so the cost of dehvery service is paid by all 
customers, whether they carry home their own packages or 
have a shmy delivery truck drive up to their doors. 

One reason why the costs of distribution have increased is 
the mcreasing number of small purchases. It takes just as much 
of a clerk’s time, and almost as much effort, to sell 5 pounds 
of sugar as to sell a 50'pound sack, yet more and more cus- 
tomers are buymg in smaller amounts. One large drug store 
chain reported that its average sale per customer amounts to 
22 cents.^® Another reason why costs are high is the demand 
of consumers for a variety of goods from which to select. Style 
IS another important factor. Retailers must try to stock up on 
enough up-to-the-minute styles m women’s clothes to supply 
a variety from which the customers may select, but they must 
be careful not to get too much Probably a certain number of 
the dresses m stock will have to be sold at lower prices because 
they are no longer the latest style. The retailer knows this, and 
he must therefore mark his prices high enough to cover any 
losses caused by style changes. 

Many stores find that their costs are increased considerably , 
by the amount of goods returned to the store. Returned mer- 
chandise adds to costs m many ways. Several persons’ time is 
taken up m handling it. Records have to be made. Sometimes 
the merchandise cannot easily be re-sold, or may have to be 
sold at a lower price. Most customers demand the privilege 
of returning purchases without realizing the extra cost it m- 
volves. Sometimes a customer returns goods merely because he 
has changed his' mmd. This may be the fault of the customer, 
or It may be the fault of salespeople who were too insistent in 
persuading the customer to accept merchandise offered. Fre- 
quently goods are returned because they are defective or of 

“Twentieth Century Fund, Does Distribution Cost Too Much^ N Y, 1939, 
p 127 
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poor quality. Occasionally si2;es do not fit? and colors do not 
match.,Many of the costs resulting from the habit of returning 
merchandise could be decreased if sn;es were standardised, if 
labehng were made more complete and informative, and if sales' 
people were always well informed about the characteristics of 
the goods they sell. Much of the expense could be lessened if 
customers themselves were always reasonable m their demands, 
if they would consider more carefully just what they want be' 
fore they shop, if they would examine more closely the men 
chandise they buy, and if they would discontinue the practice 
frequently indulged in of buying and having several articles 
delivered when aU the time they intended to keep only one. 

It would take too long to list all of the services which re' 
tailers provide their customers, and for which the customers 
pay when they buy merchandise. Two of the most costly serv' 
ices are credit and delivery. Privileges, like that of returning 
goods, are also expensive. Shoppers who spend hours looking 
at merchandise without any real intent to buy take the time 
of salespeople and this time must be paid for by those who do 
buy. And yet all shoppers want the opportunity to examine 
and compare merchandise before making a purchase. Just be' 
cause these extra services add to the cost of goods we must 
not assume that they should be elimmated. Many consumers 
want services, and are willing to pay for them If, however, 
more services are provided than most consumers really want, 
then the expense of those services is probably not justified. 
Earlier in this discussion we saw that, for most consumers, 
price is more important than extra services. The average com 
sumer, trying to get along on $22.00 a week, probably would 
be better off paying a lower price, carrying home his own 
purchases, and gettmg along without some of the extra services. 
Yet if he buys at a store which furnishes those services without 
extra charge, he might as well make use of them, for their cost 
is included m the price he pays. One solution might be similar 
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to that suggested "v^ith regard to the cost of charge accounts. 
A practice might be developed of setting one basic price for 
goods which are bought on a cash and carry basis, and making 
extra charges for extra services. This is now seldom done in 
department stores, but is often practiced by other retailers. 

THE CONSUMER PAYS TAXES ON THE GOODS HE BUYS 

Every consumer is a taxpayer, whether he knows it or not. 
We have sdready seen that taxes form a part of the costs of 
production and the costs of distribution. Therefore the price 
which the consumer pays for the finished product must include 
Its share of the amount which the producer and distributor 
have paid to the tax collector. The producer and distributor 
have paid the taxes directly. They know exactly how much 
those taxes are. The consumer, however, pays for the taxes in- 
directly, and It IS almost impossible for him to find out just what 
part of the dollar he spends goes for taxes. 

Taxes may be high, or they may be low, but they are always 
necessary. Whether they are high or low depends on how many 
governmental services they pay for. Citizens want their gov- 
ernment to provide police and fire protection, a pure water 
supply, good roads, schools, and countless other services. Taxa- 
tion IS a very important subject m itself, and it is not our pur- 
pose here to attempt to consider the whole problem. There are, 
however, some kinds of taxes which are of particular impor- 
tance to our interests as consumers One of these is the sales 
tax. 

Some taxes may be hidden from the consumer, but the sales 
tax is not one of these. In states where general sales taxes are 
m effect, the consumer cannot help bemg constantly remmded 
of the existence of the tax. The more he buys, the more taxes 
he pays. 

One sales tax which is in existence all over the United States 
is the gasolme tax. The federal government collects a tax of 



HOW MUCH IT COSTS— AND WHY 


91 


one cent on each gallon sold, and the various state governments 
collect 'from 2 cents to 7 cents. The money from gasohne taxes 
is used for the building, improvement, and maintenance of 
roads. Gasohne which is not to be used to run cars and trucks 
used on public highways is not taxed. 

The sales tax on gasohne is an example of a tax which is 
collected especially from people who are benefited by the tax 
If Jack Smith drives his car twice as far as Tom Jones does, 
he will probably use approximately twice as much gasohne. 
And he will pay twice as much tax. At the same time he is 
likely to be getting just about twice as much pleasure and 
benefit from the good roads which the gasohne tax provides. 
This particular sales tax fulfills one of the requirements of a 
good tax — ^that the amount collected should be in proportion 
to the benefits received. 

Another important requirement of a good tax is that it should 
be collected from taxpayers in proportion to their abihty to 
pay. The mcome tax is the best example of a tax which follows 
this principle. The person with the very small income pays no 
income tax. The person with a moderate income pays some 
income tax. One with a higher income pays a higher tax. An' 
other example of taxation based on abihty to pay is found in 
automobile license fees in states m which the cost of the license 
depends on the value of the automobile. It is assumed that a 
person who can afford an expensive car is better able to pay 
than one who has an mexpensive model 

An example of a tax which violates this principle of ability 
to pay is the general sales tax. A general sales tax is not just 
a sales tax on gasohne, or some other specific commodity, but 
is a tax on all purchases, with some few exceptions. General 
sales taxes are not cill alike, but usually they require the person 
who buys almost anythmg which amounts to over 15 or 25 
cents to pay a tax amounting to a certam percentage of the cost 
of his purchase at the time the purchase is made. It may be 
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argued that those who have greater ability to pay taxes will buy 
more things and therefore pay more sales tax than tho&e who 
have less ability to pay, but this is not a sound argument. As an 
illustration, suppose we take the average consumer with an m- 
come of $22.00 a week, with which to support a family of four. 
He will need to spend practically all of that mcome to provide 
.food, clothmg, shelter, and other necessities. He will have to pay 
a sales tax on all that he spends, which is on all of his income. 
But the wealthy man earnmg $1000 a week cannot possibly 
spend all of his mcome on food, clothmg, shelter, and even on 
luxuries, although he will spend many times more than the aver- 
age consumer. He will have a good share of his mcome left for 
savings or mvestment after all of his consumer needs and de- 
sires have been satisfied. Therefore, unlike the average con- 
sumer, he will not pay a sales tax on all of his mcome, but 
only on a small part of it. 

The general sales tax, therefore, is a tax which is unduly 
hard on the consumer. It mcreases his cost of livmg. It taxes 
those least able to pay proportionately more than those more 
able to pay. It decreases the consumer’s purchasing power. 
Students of the tax problem are generally agreed that the sales 
tax IS not the best kmd of tax. One reason why it has been 
adopted in so many states is that its supporters argue that it 
is easy to collect, and is the method by which they thmk they 
can collect the greatest amount. But consumers who have 
studied the subject recognise that general sales taxes are a dis- 
advantage to them. 

THE TARIFF AFFECTS PRICES 

Another kmd of tax which has a direct influence on our 
interests as consumers was mentioned early in this book. That 
tax IS the tariff. In the earhest years of the history of the 
United States tariffs were levied for the purpose of getting 
money with which to help pay the expenses of government. 
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Such tariffs were called tariffs for revenue. In general, the 
duties on imports which were levied under those tariffs were 
low, but because there were many products imported, much 
revenue was collected. 

Before many years had passed, the Americans began to 
build factories. These small factories appeared especially during 
the Napoleomc Wars and the War of 1812, when the United 
States found it difficult to import manufactured goods. But 
when the wars were over, and trade with Europe was again 
possible on a large scale, the older, larger, and richer factories 
in Europe agam began sendmg their goods to America. Our 
mdustries found it difficult to compete with the goods being 
imported from England. And so, m order that our infant m' 
dustries might be protected from the competition of cheaper 
goods from abroad, this country began to levy protective tariffs. 

Raismg revenue is not the chief purpose of a protective 
tariff. Its aim is to charge a high enough duty on imported 
products so that when they are sold in this country they will 
have to be sold at a price so high that domestic products have 
the advantage. Manufacturers m this country can price their 
goods as high as that of imported goods, but because they do 
not have to pay the tariff duties, they can profit by the amount 
of the tariff. The protective tariff, then, raises prices not only 
on imported goods, but on domestic goods as well. 

Sometimes protective tariff rates are set so high that they 
become prohibitive. In other words, they are so high that for' 
eign products will not be imported to any extent. In that case, 
very little money is collected from the tariff, but American 
manufacturers are freed from the competition of foreign goods. 
Thus we find that tariffs differ from other forms of taxes, in 
that the higher the rates, the less money the government is 
likely to collect. 

Throughout most of our history smce 1816 we have had 
protective features m our tanff laws Especially since the Civil 
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War our tariffs have, with one or two brief exceptions, grown 
higher and higher. Our industries have long since outgrown 
their infancy, many of them are the largest and strongest in 
the world. Yet the stronger they get, the more they demand 
protection. As a result of the protective tariff the prices of 
practically every manufactured product have been affected. 
The consumer pays the difference. If consumers realized to 
what an extent their cost of livmg is increased by protective 
tariffs they would take much greater mterest in our tariff 
policy. 

Increased prices have not been the only effect of our high 
tariff, for by this blocking of Amencan purchases of foreign 
products, consumers in foreign countries have been prevented 
from buying American products. As a result, those producers 
in Amenca who can provide more than we need in this coun- 
try cannot find a market for their surplus abroad. Those who 
have suffered most in this way are the American farmers. 
England, before the onset of the present war, would have liked 
to sell manufactured goods m this country and to buy agri- 
cultural products in return. But if England could not sell her 
products in the United States, then she would have no money 
with which to buy wheat from American farmers. This mabil- 
ity of foreign countries to buy American products became 
especially important after the War of 1914-18, because at the 
end of that war most nations owed the United States large 
amounts of money. They could not pay their debts in gold, 
because they didn’t have enough. They might have been able 
to pay their debts with the money received from goods sold m 
this country, but the tariff prevented their selling goods here. 
The natural tendency of European producers of manufactured 
goods was to sell their products m countries in which they 
would not have to pay such a high protective tariff, and to buy 
their raw materials and agricultural products from those coun- 
tries in which they could sell their own products. 
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Within the last few years our government has tahen steps 
to lower the great barrier which our tariff has built up agamst 
foreign trade. Through reciprocal trade agreements our gov- 
ernment agrees to reduce the tariff on certam products in re^ 
turn for reductions which other countries agree to make in 
their tariffs on American products Between 1934 and 1940, 
24 such agreements have been made, over half with countries 
in the western hemisphere. If this policy of reciprocal trade 
agreements contmues, our tariff rates will gradually be lowered, 
and for each step in lowering the rates some foreign country 
will lower Its rates on our products. The American consumer, 
as well as the foreign consumer, will benefit by lowered prices 
At the same time, mcreased trade will result in better and 
friendlier relations with our neighbors 

There are opponents of the reciprocal trade agreement pol- 
icy. Those who support a policy of high protective tariffs would 
naturally object to the lowermg of tariff rates in this manner. 
The producers of goods on which the rates are bemg lowered 
object because they do not want to have to compete with for- 
eign products. Many dairy farmers have, for example, objected 
to the lowering of tariff on butter. One thing is forgotten by 
many of them, and that is that they are consumers as weU as 
producers. If the farmer could add up the total of all that he 
could save on the cost of the clothes he wears and the ma- 
chinery he uses if the prices of those products were not m- 
creased by a protective tariff, and then compare that saving 
with the increased mcome which he gets as a result of the tariff 
on butter, he would have a good basis on which to decide just 
how his interests are affected by protective tariffs Usually, 
however, we forget our mterests as consumers. This neglect is 
one reason why there has been so little opposition to our high 
tariff policy. Perhaps one of the things which the present reap- 
rocal trade agreement pohcy represents is an mcreased aware- 
ness of the importance of consumer needs. 
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OTHER LAWS AFFECT PRICES — ^ANTI'TRUST LEGISLATION 

In the United States we have generally believed in competi- 
tion as a necessary protection for consumers. Fair competition 
is supposed to result in better quality, lower prices, and en- 
couragement of the most efficient busmess methods. Our behef 
in the importance of competition among busmess and mdustry 
has led to the passage of several laws on the subject. 

Monopoly is the greatest threat to competition. Whenever 
any one busmess gams a monopoly on any product, it is able 
to fix prices at whatever level it finds most profitable. But 
price fixing does not always require that one smgle company 
must control the entire supply of a certam commodity. An 
agreement among many companies can have the same effect. 

Congress has passed several important laws intended to pre- 
vent monopoly and to preserve competition. In 18S0 the Sher- 
man Anti-Trust Law was passed. This law prohibited mo- 
nopohes, attempts to create monopolies, and combmations in 
restramt of trade. The law does not define these terms, but left 
their definitions up to the courts. To what extent does this 
law protect consumers from the raismg of prices by means of 
monopoly? 

Our histones give us a partial answer. During the first 
twenty years after the anti-trust law was passed some of the 
greatest trusts in American history were formed. The law 
apparently could not be enforced, and the intent of the law 
was not very widely earned out durmg this period. But in 
1911 the courts ordered the breaking up of the Standard Oil 
Company and the American Tobacco Company as combina- 
tions m restraint of trade. From then on some important steps 
were taken to try to prevent monopolistic tendencies from 
destroymg competition. 

But attempts to destroy competition contmued. It is a nat- 
ural tendency for a successful busmess to try to prevent other 
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new business groups from competmg with it. And so more laws 
were passed to try to do away with unfair practices which 
contmued in spite of the Sherman Law. The Clayton Act and 
the Federal Trade Commission Act were two of the most im' 
portant. They were passed m 1914. 

The various anti'trust laws are of value only to the extent 
that they are adequately enforced. President Theodore Roose- 
velt started a campaign of “trust-bustmg,” which actually ac' 
comphshed very little, partly because it was undertaken with 
a staff of only five lawyers and four stenographers.^ At pros' 
ent the Antitrust Division in the Department of Justice em' 
ploys about two hundred people, and it is able to accomplish 
much more in the interest of consumers. 

A member of the Anti'trust Division has given several ex' 
amples of ways m which the enforcement of anti-trust laws 
is helping consumers.^^ The problem of housing is a very im' 
portant one to American consumers. An investigation was 
made to find out why the costs of buildmg are so high that it 
seemed impossible to provide an adequate supply of good Hv' 
mg quarters at a cost low enough to be avafiable to many of 
our people. It was found that a part of this cost is due to price' 
fixing arrangements by manufacturers and distributors of build' 
ing materials and by builders. Another part is due to wasteful 
methods of distribution and construction which have resulted 
from efforts of distributors, contractors, and labor groups to 
mcdre more work or to prevent new competitors from gettmg 
any of the available work. Another part is due to attempts to 
prevent experimentation with new and possibly better and 
cheaper methods and materials, such as prefabricated housmg. 

Edwards, Corwin B , Address on ‘‘Consumers and Monopoly Problems,” 
before the National Conference on Consumer Education, at the Institute for 
Consumer Education, Stephens College, Columbia, Missoun, April 3, 1940 
(Mimeographed Release) 

The following illustrations are taken from Edwards, op ctt , pp 7^11 
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In eleven different places throughout the United States the 
Antitrust Division has been presenting such evidence to grand 
juries, and 69 indictments for violation of the antitrust laws 
have been secured. The benefits to consumers are illustrated by 
results in Pittsburgh. Two housmg projects have been built 
recently in that city. One was finished before the mvestigation 
began, the other afterward The second will cost $148.00 per 
room less than the first. As a result the famihes hvmg m the 
second project will be housed for 17 per cent less than the 
families hvmg in the first project. 

Another investigation of the cost of milk m Chicago resulted 
in the discovery of a conspiracy to iix the price of milk, to 
exclude independent distributors from the market, and to hm- 
der the sale of milk by stores and promote the more expensive 
door-to-door delivery The Supreme Court upheld the charges 
of the Anti-trust Division. As a result, the average price of 
milk bought in stores went down from 10 and 12 cents a quart 
to SYi cents, the amount of milk bought from stores mcreased, 
and the annual saving to store customers is at least 3 or 4 
million dollars. 

There are many more illustrations of ways in which the en- 
forcement of our anti-trust laws is of assistance to consumers. 
If the American people want these laws enforced, they must 
be willmg to support tihe government m the tremendous tasks, 
first, of investigation, and second, of taking action against 
those who are violatmg the law. The Anti-trust Division can 
work effectively only if it has a large enough appropriation to 
carry out its duties. 

“fair trade” laws 

We have j'ust been concerned with laws which attempt to 
foster lower prices and better quality by maintaming competi- 
tion. Within the past few years there have been passed in 44 
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of the 48 states^' laws which have as their purpose the elimina- 
tion of 'Certain kinds of competition. These laws have usually 
been called “fair trade” laws. They apply to branded and trade' 
marked products, and provide that manufacturers who own 
brand names or trade'marks may make contracts with retail 
dealers which fix the price at which those branded or trade' 
marked products may be sold. They further provide that, once 
such contracts are made, all retail dealers, whether they signed 
the contract or not, must sell those products at the prices fixed 
in the contracts. The “fair trade” laws apply to only those 
products which are in competition with other similar products 
made by different producers. In other words, if there were 
only one tooth'paste on the market, its price could not be 
fixed in this manner under these laws But prices can be fixed 
for all trade'marked products which are not the only ones of 
their kmd on the market. A manufacturer can make a price' 
fixing contract with only a few dealers, and imder this law 
all other dealers must charge the fixed price, even though they 
mi g h t want to sell at a lower price. Competition between deal' 
ers m the sale of these products to the consumer is thus 
ehmmated. 

When the first of these state laws were passed, the fixmg 
of prices was made legal withm the states concerned. But the 
Sherman Law and Federal Trade Commission Act, laws which 
had been passed by Congress, made price fixmg illegal. Smce 
Congress has power to regulate only mterstate commerce, the 
federal laws apply only to products which, at one stage or 
another, are articles of commerce between two or more states. 
For a time it seemed as if price fixing might be legal under 
state law and illegal under federal law. But in 1937 Congress 
amended the anti'trust laws to exempt from those laws any 
price'fixmg agreements which were legal under state laws. 

22 In November, 1939, the four states which did not have such laws were Dek' 
ware, Missoun, Texas, and Vermont. 
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Because these laws carry out a principle of price fixing 
which is so contrary to the generally accepted principle of 
encouraging competition, they have received considerable criti' 
cism. How do they affect the prices which we pay"^ 

The laws have been passed largely as the result of the efi 
forts of busmess groups who hoped to profit by the price-'fixing 
agreements. The small retailer had found himself suffermg from 
the competition of the big cuUrate dealer. He protested at the 
custom of using “loss leaders” as “bait” to attract customers. 
A “loss leader” is a popular, well'advertised product offered 
for sale at a price which may be less than cost. Customers are 
attracted by the low price, and because it is a weU-known 
article they recognizie it as a beirgain. So they go in and buy 
the article, and they may think that because this article is such 
a good bargain all of the other prices are equally low. But the 
price of other products has been set high enough to cover the 
losses taken on the product used for “bait.” The protest of 
smaller dealers agamst this practice of “loss leaders” is given 
as one of the mam reasons for the passage of “fair trade” laws. 
Under those laws trade-marked products cannot be sold at 
“loss leader” prices. 

Those who favor these laws further argue that they need 
this protection in order to compete with large dealers. They 
argue that, without the protection of these laws, there are 
many products which they cannot afford to handle. They be- 
lieve that when a manufacturer secures popular approval and 
“good wffl” toward his product by wide advertising, he should 
be able to have some control over the price at which that prod- 
uct can be sold to the consumer. 

Those who oppose the laws say that they are unfair. They 
point out that different stores have different costs of operation, 
and argue that an efficient cash-and-carry dealer should be al- 
lowed to sell trade-marked products at lower prices than those 
which must be charged by less efficient stores and those having 
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higher costs of operation. They believe that price fixing is price 
raising.' 

In general, the large distributors, who ordinarily sell at lower 
prices, are the ones that have objected most strongly to these 
laws. Some consumer agencies have also objected to them. 
Vanous studies have been made to try to find out just what 
the effects of these laws have been on prices. The results of the 
studies are conflictmg. They depend on the kmds of stores 
studied, and also on the opimons of those who mcike the studies. 
For excimple, those who oppose the laws quote studies of prices 
in cut-rate drug stores, and find those prices have increased. 
Those who favor the laws study prices in rural communities 
and small towns, and find that prices have decreased as a re' 
suit of the laws. The facts presented m these studies are prob' 
ably presented accurately, but the consumer, trying to find out 
whether these laws help or hinder his interests, should remem' 
her that groups which have a direct financial interest in the 
laws wiU present facts and arguments on one side only. 

The Committee on Distribution of the Twentieth Century 
Fund gives the results of one study of the effects of price fixing 
under the law m the state of New York. This study shows that 
the pnces on 50 popular products were increased 1.9 per cent 
in neighborhood drug stores and 29 per cent m large cut'rate 
stores in New York City. The prices on the same products in 
smaller cities, dechned from 4.4 per cent to 5.1 per cent, while 
the prices m small towns declmed 6.7 per cent.^® According 
to this study, consumers who bought from large cut'rate drug 
stores in New York City were at a disadvantage, but con' 
sumers m smaller cities and villages gained. 

If the consumer believes that this new kmd of price fixing is 
increasmg the prices he must pay, there are remedies which he 
can use He can try to have the laws repealed Or he can re' 
fuse to buy products on which prices have been fixed, and 

Twentieth Century Fund, op at, pp 274^273 
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buy instead those competitive products of similar quality made 
by other producers. 

CHAIN STORE TAXES^^ 

Other laws which affect prices on goods we buy are those 
which impose special taxes on chain stores. At least 22 states 
now have such laws, and legislatures in many other states have 
considered, and will consider, similar legislation. A bill for a 
federal tax on chams has been proposed in Congress. 

A tax on cham stores, like the protective tariff, is not levied 
for the purpose of raismg revenue, but rather for the purpose 
of elimmating competition. It is advocated by independent 
stores which find it difficult to compete with the lower prices 
of the chams. By forcing chain stores to pay higher taxes it is 
expected that their prices may have to be raised, and the estab- 
lishment of chain stores will be discouraged. 

How will taxes on chain stores affect consumers? In some 
states, where taxes are especially high, chain dealers have de- 
creased in number Sometimes the form of business organi2;a- 
tion is changed. Petroleum distributors have, for example, 
leased their gas stations to mdependent operators. If the taxes 
are to accomplish their purpose of discouragmg chain store 
development, there are several questions which consumers 
should consider m decidmg whether they will favor or oppose 
such taxes. 

First, we must ask whether cham stores have resulted m 
better quality and lower prices to the consumer. It seems that 
they must have brought about lower prices, for that is the chief 
reason why mdependent merchants want them to be subject to 
special taxes. One large grocery cham is one of the leaders m 
using grade labelmg of canned products, and m that way is 

^^For an interesting, brief discussion of chain stores, see Dallas, Helen, 
Cham Stores — Pro and Con (for the Institute of Consumer Education), Public 
Affairs Committee, 1940 
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making it easier for the consumer to get good quality. If chain 
stores are resultmg in benefits to the consumer, do we want 
them to be handicapped by special tax laws? 

The consumer must also consider whether there are sound 
reasons for the arguments that an unrestramed development 
of cham stores might result m the elimmation of the mde" 
pendent merchant. Or will it, mstead, force him to use more 
modem methods in order to become a more efficient compete 
tor? May chams in the fields of variety stores (5 and 10 cent 
stores) , shoe stores, groceries, and others, possibly develop into 
monopohes? If they should tend to monopolizie the field can 
that be prevented by the anti-'trust laws^ How much money 
do chain stores really “take out of the community”? The in' 
dependent merchant must also send money out of the com' 
munity to pay the outside wholesale dealer, and to transporta' 
tion agencies, and to the producer. Insofar as the consumer 
can save money by buying from chams, he has that much more 
money to keep in the community, or to spend for other things. 

Finally, we must remember that cham store development 
represents the present trend toward mass distribution. All new 
methods in business have to face the opposition of older meth' 
ods which might be displaced by the new. Under free and fair 
competition it is assumed that in the long run the methods that 
are most efficient and that can offer the most advantages to the 
consumer wiU wm out. We must ask whether the government 
should be primarily concerned with trying to maintam condi' 
tions of free competition, or whether it should limit that com' 
petition by putting restrictions on one method of busmess on 
ganiwtion in favor of another. 

We have often heard it said that “busmess” is opposed to 
government regulation. The example of taxes on cham stores 
is a good illustration of the fact that “business” does not al' 
ways oppose action by the government. The group of busmess 
men represented by the independent merchant is very much m 
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favor of government regulation of their competitors, while the 
group of busmess men mterested m the chams opposes such 
regulation. This is to be expected. And when consumers be- 
come as fully aware of consumer mterests as busmess men are 
of their busmess mterests the consumer mterest will become a 
major force m government action. 

LAWS RESTRICTING TRADE BETWEEN STATES 

We have seen that there have been various kmds of laws 
passed m recent years which tend to restrict competition, and 
thus to affect the prices which we pay. Among these laws are 
those which attempt to prevent withm one state, the sale of 
products from another state. The Constitution of the United 
States forbids state governments from levying tariffs on prod- 
ucts from other states. Because of this constitutional provision, 
states which want to prevent products from other states from 
competmg with their own products have to use roundabout 
methods. A favorite is the misuse of quarantine regulations. 

A state has the right to prevent the transportation mto its 
territory of any products which might carry any plant disease. 
Since 1915 Florida has “quarantined” citrus fruits from Cali- 
fornia, officially for the purpose of preventmg the introduction 
of brown rot, a disease which affects those fruits. But since 
California fruits are free from brown rot, the official purpose 
IS not the real one In 1932 the Florida quarantine was changed 
to allow the importation from California of lemons at all times, 
and to permit the importation of oranges from California be- 
tween May 1st and October 1st. Durmg those months no 
oranges are ripening m Florida 

This IS just one example of the many laws by which states 
have set up barriers against products from other states in order 
to favor local producers. The policy is short-sighted, even from 
the point of view of those producers. For when this type of 

Twentieth Century Fund, op at, pp 279^280 
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law gets started, states whose products are excluded pass laws 
to get .even. Thus California retahates by forbidding the im- 
portation of fruit from Florida. If a dairy state passes a law 
to decrease the sale of margarme as a substitute for butter 
withm that state, the dairy mdustry may be benefited for a 
while. But when states producmg cottonseed oil, which is used 
as a substitute for butter, retaliate by refusmg to buy butter 
from the dairy state, the dairy mdustry will be the loser. And 
throughout the whole process the consumer pays. 

SUMMARY 

We all want a higher standard of living. We know that the 
amount of goods which we can buy depends on the prices we 
have to pay. In order that we might have all of the things we 
need, and many of the things we would like and would enjoy, 
we want lower prices In an attempt to discover whether lower 
prices are possible we have tried to find out just what we pay 
for, and we have considered many factors which add to the 
cost of the commodities we use. 

We find that when we buy any product, a part of our con- 
sumer’s dollar goes to the producers to pay for the costs of 
production. A part goes to wholesalers, retailers, transporta- 
tion agencies, advertismg agencies, to pay for the costs of dis- 
tribution. A part goes to profits that may have resulted for 
the producers and the distributors. A part goes into taxes to 
help pay the costs of runnmg the government, and to pay for 
the “free” services provided us by the government. 

We have considered many factors which add to the prices 
we have to pay We find that duphcation of effort m wasteful 
competition may increase prices. We find an even greater dan- 
ger m monopoly, in price fixing and m trade restrictions. We 
see that prices are mcreased because of extra services which 
consumers want And we also see that many consumers have 
to pay for such services even though they do not need them. 
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Ignorance and ineflciency on the part of the consumer^buyer 
cause extra expense. Ineffiaent business methods are also, costly. 
Whether the consumer is the cause or the victim of higher 
prices, he is the one who pays. 

There are many kmds of laws which influence prices. Some 
of them, such as anthtrust laws, help to mamtain competition, 
and thus make for lower prices. Others, like the protective 
tariff and state laws limiting the importation of products from 
other states, restrict competition and tend to increase the cost 
of living'. 

We have yet to cover many important aspects of the prob' 
lem. Advertising is one aspect which is taken up m the next 
chapter. Further on we shall give espeaal attention to our in' 
terests in securing the consumers’ services which are essential 
to our welfare. 


SUGGESTED ACTIVITIES 

1. Individual members or committees of the class may present 
information to the rest of the class on how prices are affected 
by: (a) fashions, (b) store policies, such as charge accounts, 
cash and carry trade, (c) war and the defense program; (d) 
the weather, (e) returned merchandise; (f) taxes, (g) other 
factors. Committees may present these topics as ordinary re' 
ports, or preferably, by some more strikmg methods, such as 
demonstrations and exhibits, dialogues, playlets, and so on. 

2. Fmd out what regulatory laws affecting prices, such as “fair 
trade” laws and laws restricting trade from outside the state, 
are m effect m your state. 

3. Get a variety of actual examples in your locahty of the cost 
of buymg on the mstallment plan. Include purchases of autO' 
mobiles, and time purchases from mad'order companies Figure 
out tile actual interest rates. (For a recommended formula for 
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calculating true interest rates see the U. S. Office of Education 
bulletin, “Credit Problems of Families,” available from the 
Government Prmtmg Office for 20 cents.) 

4. Fmd specific illustrations not referred to m the text of prices 
that are affected by competition, by monopoly. 

5. Read and report on the Public Affairs Pamphlets: “State 
Trade Walls”, “Cham Stores — Pro and Con”; and “59(^ of 
your $1.” 

6. Find out what sales taxes are paid m your state and com- 
munity. What license fees are required for restaurants, gro- 
cery stores, meat markets? 

7. Give an example from your own knowledge and experience 
of not gettmg your money’s worth. Was it your own fault? 

8. Compare prices of packaged goods m your locality with the 
prices of similar products in bulk. What are the reasons for 
fhifi difference^ Compare prices of goods sold in small and 
large quantities. 

9 Ask the manager or a representative of a local store to 
discuss such subjects as charge accounts and returned mer- 
chandise. 

10. List the number of services (delivery, charge accounts, 
free alterations, free parking, and so on) available from retail 
stores m your locality. Check those that (a) you think are so 
necessary that you are wiUmg to have their cost included in 
the price of the goods you buy, and (b) those you thmk you 
should not have to pay for, but should be paid for only as 
extra charges by those who use the extra service. 

1 1 . If possible, arrange for visits to producers, factories, whole- 
sale houses, and retail stores to find out how many steps in the 
production of goods must be paid for and mcluded m prices 
paid by consumers. 
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CHAPTER VI 

DOES ADVERTISING HELP THE 
CONSUMER? 


T here used to be a very familiar slogan: “It pays to adver' 
tise.” The slogan was generally interpreted to mean that 
It paid the advertiser to advertise. Our problem here is to diS' 
cover whether advertismg pays the consumer. 

There has been a great deal of criticism of advertising in 
recent years. Because of this criticism advertisers have replied 
by criticising their critics, and by arguing that advertismg is 
necessary for prosperity, and for an increasing standard of liV' 
ing. There are many good arguments on both sides of the ques- 
tion, and there are many people who take part m the argument 
who recognise that there is somethmg to be said on the other 
side. Few of its critics would want to see advertismg abolished 
altogether. They want to elimmate the bad advertismg. But 
those who defend advertismg want to elimmate bad advertismg 
too. So thus far both sides seem to agree. They disagree on 
just what advertising is good and what is bad They also dis- 
agree on how much advertismg is desirable. 

Before the industrial revolution had developed mass produc- 
tion there was little need for the kmd of advertismg we have 
now. When most products were made m the home or by the 
craftsman in the corner shop, the problem was how to make 
more, not how to sell more In the early years of mdustrial 
development it was so difficult to supply enough products that 
manufacturers concentrated on mcreasmg their ability to make 
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more goods rather than on increasing the demand for those 
goods. 'Frequently this demand for specific products preceded 
their manufacture. If a man needed a pair of shoes, he went 
to the shoemaker, described the kind of shoes he wanted, had 
his correct si2;e determmed, and put in his order for one or 
two pairs. Contrast this with the situation today. If we need 
shoes we go to a store to buy them. We want them immedi- 
ately. We want to be able to choose the pair we like best from 
a wide variety. The store must have many si^es in each style, 
so that we can find our snjes in the style we select. All of these 
shoes must be made before the consumer expresses his wants. 
The manufacturer must make every effort to decide in advance 
what the consumer wiU like. He must manufacture large quan- 
tities in order to take advantage of the economies of mass pro- 
duction. He must run the risk of makmg more products than 
he can sell. And so he uses advertising to create a demand for 
those products. 

Of course it is true that the manufacturers of some products 
have a much easier task in determining m advance how many 
of their products consumers will buy. There is much more 
risk m the manufacture of style merchandise than there is in 
such necessary standcird food products as, for example, flour 
and sugar. But even in the manufacture of food products there 
is uncertainty. People may buy prunes instead of oranges. And 
people may buy one manufacturer’s brand of canned foods in- 
stead of that of another. Thus each manufacturer attempts to 
increase the demand for his own products. 

Advertismg as we know it today was not always considered 
respectable. At first the only kind of advertising which was 
done by reputable dealers was to announce the location of their 
places of busmess or to mform customers that they had new 
merchandise for sale. Many of them regarded any other kind 
of advertismg as in poor taste. The earhest advertising on any 
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large scale was that of patent medicines and of quack cures.^ 
The dealers in more worth-while products hesitated to follow 
that example. 

An illustration of the kind of modest advertising used by 
rehable companies over a century ago is one, appearing in 1817, 
which read. “Soap and candle manufactory has for sale on the 
best terms a constant supply of soap, mould and dipt candles 
of the first quality.”^ The company which issued that adver- 
tising is still making, advertising, and selhng soap, but its cur- 
rent advertisements are not limited to describing the product 
as first quality. Now it would have the consumer believe that 
the use of a particular brand of soap will result in smooth skms, 
beautiful complexions, and even romance. 

During the past hundred years the kind of advertising has 
changed, and the amount has mcreased many times. We can- 
not avoid advertising. It reaches us from billboards along streets 
and highways, from advertismg cards on street-cars and sub- 
ways. It appeals to us in all of our newspapers and nearly all 
of our magazmes. It comes through the mad, and by folders 
delivered at our doors. Radio programs are interrupted by sales 
talks for certam products. And on clear days we may even look 
up at the sky to see an airplane spelling out an ad in smoke, 
or trailing behind it huge letters advertismg somethmg Adver- 
tising has become respectable, even if it is not always respected. 

AH of this advertising costs a great deal. The amount of 
money spent on advertising is estimated at two billion dollars 
a year.® This amount is a part of the cost of distribution, and 
is paid for by the consumer. The consumer is therefore mter- 
ested in advertismg because he has to pay for it. In some cases, 
however, even though he must pay, the net result is a savmg 
of money. This is possible largely because advertismg may re- 

^Kenner, H J, The Fight for Truth in Advertising, N Y, Round Table 
Press, 1936, p 3 

^Woodward, Helen, It’s an Art, N Y, Harcourt Brace, 1938, p 18 

® Twentieth Century Fund, op cit , p 226 
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suit in a great increase in the amount of a certam product 
which IS purchased. This mcreased buying makes possible the 
manufacture of that product on a larger scale, which may re- 
suit in lowermg the cost of production on each smgle item. 
Because of that lowered cost of production the retail price may 
be reduced. In such a case the consumer is able to save money 
as a result of advertising, even though he must pay for it 
himself. 

Not all advertismg produces this kmd of savmg for the con 
sumer. In many cases increased sales do not end in lower prices. 
Instead they may result only in mcreased profits. Many com 
sumers buy advertised brands at a much higher price than they 
would have to pay for unadvertised goods of equal quality. 
This IS particularly true in the field of drugs and cosmetics, 
where a large proportion of the costs go mto advertismg.'* A 
study of eleven different kmds of packaged foods showed that 
the advertised, branded products cost from 4 per cent to 1 50 per 
cent more than unadvertised bulk goods of the same quality.® 

Some advertismg creates an mcrease m the total amount of 
goods bought. Much of it, however, does not try to mcrease 
the total amount, but rather to influence the consumer to 
chcmge from one brand to another by persuadmg him that one 
certain brand is the best. Look through any magazine and you 
will find that the majority of the advertising is an attempt to 

^The State of Maine published the following information about the cost of 
ingredients, cost of container, and selling price of six brands of face powder 


Cost of Cost of 


Brand 

Ingredients 

Container 

Selling Pnce 

A 

$0 07 

$0 03 

$0 75 

B 

0 23 

0 16 

3 00 

C 

0 04 

0 03 

0 60 

D 

0 05 

0 05 

0 85 

E 

0 07 

0 05 

0 75 

F 

0 03 

0 05 

1.00 


From Reid, op cit , p 328 

® Wilcox, Clair, ‘"Brand Names, Quahty, and Price," Annals of the Amen 
can Academy of Political and Social Science, May, 1934, pp 84'’85. 
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show that one certain brand is preferable. Each brand claims 
to be the best, but obviously they can’t all be right. Frequently 
manufacturers of, for example, canned goods, know that their 
own brand tastes no different from that of their competitors, 
and that if they are to build up their own sales they must do 
It by advertising. 

Sometimes this kmd of advertismg has surprismg results. 
Not long ago, over a radio program advertising a certain kmd 
of coffee, there was broadcast an act to which a great many 
people objected. The coffee company received a flood of letters 
of protest, and of course apologized and discontinued that kind 
of program. But a rival coffee company which had nothmg to 
do with the broadcast, also received letters of protest, and so 
many telephone calls objecting to the program that it had to 
put on six extra telephone operators to handle the complamts. 
It was a discouragmg experience for the company paying for 
the broadcast to discover that many of the listeners didn’t even 
know what coffee was bemg advertised.® 

But cost IS not the only reason for the consumer’s mterest 
m advertismg. He is perhaps even more mterested m whether 
advertismg helps him to get better quality products, and to get 
those which will be best suited to his needs. Another very 
important question is the extent to which advertising mfluences 
the way he spends his money. Necessities are usually not ad' 
vertised as much as luxuries, because people must buy neces' 
sities anyway, while the sale of luxuries depends on the per' 
suasion and stimulation of advertismg. How many of us have 
after readmg a particularly appealing advertisement, purchased 
the article advertised, and later regretted the purchase, not be' 
cause the article failed to come up to expectations but because 
we needed something else more? To the family of the typical 
consumer, with $22.00 a week to spend, such a mistake may 
be serious. 

® Woodward, op cit , p 341 
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HOW ADVERTISING CAN HELP US 

We have already seen that some advertising helps us by 
making lower prices possible. We must recognize, however, 
that some advertismg has the opposite effect. In addition to 
price reduction, there are other ways m which advertismg may 
be of value to consumers 

Some advertismg, especially that of retail merchants, is useful 
simply because it tells us where we can buy certain products, 
It can mform us that a new grocery store is openmg at a neanby 
corner, that a supply of fresh vegetables is available, that there 
wiU be a special sale. It can give us the telephone number of 
the retail dealer so that we can save time m ordermg. Adver- 
tising is often the only way by which we can learn that a 
famous smger is to give a concert on a certain mght, or what 
movies are on at the different theaters m town. The straight 
information of this sort is one kind of advertismg which is 
necessary and helpful. It is local advertising of local events. 

Advertismg can tell us about new products that are on the 
market, of new improvements on familiar products, and of new 
uses for old products A new kind of fiber is made out of coal, 
air, and water, and is called nylon. Through advertismg we 
learn about this new product and its qualities and character- 
istics. Scientists try to work out a safer kind of headlight for 
automobiles, hghts which are bright enough to light the road 
ahead yet which can be adjusted so they will not cast a blind- 
mg glare at an approaching motorist. Advertismg tells us that 
these improved lights are available on new cars. We can learn 
new ways to use familiar products The advertisements for a 
brand of gelatm may be of real help to the housewife when 
they include recipes for new dishes which she can make. Ad- 
vertising of this kmd has an educational value. It can help the 
consumer not only to be a better buyer, but a better user as 
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well. Insofar as advertising gives truthful information, it is m 
the consumer’s mterest. 

Many people believe that advertising performs one other 
valuable service to the consumer — ^that of making him want 
more things. If he can be persuaded to buy more new products, 
more modem appliances, more conveniences and luxuries, he 
will supposedly achieve a higher standard of living. If he can’t 
afford them, he is supposed to be persuaded to become more 
ambitious, to work harder, so that he will be able to get them 
later. 

This factor m advertismg has two sides, and deserves care- 
ful consideration. Probably most of us agree that advertising 
makes us want more things, and that if we could have those 
thmgs we would have a higher standard of living And we all 
agree that a higher standard of livmg is desirable. But before 
we credit advertismg with helping the consumer by making 
him want a higher standard of livmg, we must ask ourselves 
several questions. Do we need advertising to convmce us that 
we would like to have a higher standard'? If the typical con- 
sumer must spend all of his money on things needed by him- 
self and his family, what effect does this kmd of advertising 
have on him? It cannot influence him to spend more, because 
he has no more to spend It may cause him to choose one prod- 
uct rather than another Automobiles are widely advertised. 
The consumer may be persuaded to buy an automobile mstead 
of buymg a house. Does that really raise his standard of living? 
And what is the effect of mcreasing the wants and desires of 
those consumers who cannot afford the thmgs they need? 

HOW ADVERTISING MAY INJURE US 

Advertismg may help us to make wise choices, it may also 
persuade us to make unwise ones. If it does, it is harmful. But 
unwise choices cannot be blamed entirely on the advertismg. 
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especially if the advertising is honest. Even honest advertising 
may lead to extravagant and foohsh buymg. 

Advertismg is injurious to the consumer if it persuades him 
to buy something that is of no value to him. It is far worse if 
It persuades him to buy a product that is harmful, or that may 
be harmful under certain circumstances. Numerous books and 
articles have been written m recent years which give many 
illustrations of the advertismg of harmful products.’^ Many of 
the examples are m the field of drugs and cosmetics Especially 
dangerous is the advertismg of patent or proprietary medicmes. 
These are sometimes harmful in themselves. More often they 
are dangerous to health because, although useless, they are 
represented as being able to cure various ailments. A person 
who believes in the value of the medicme may be seriously in 
need of medical care, and may postpone getting that care until 
It is too late because of his faith m the medicme. Other pro- 
prietary medicmes are harmless to some persons but harmful 
to others. There are many which may cause httle damage if 
taken only once or twice, but which are definitely harmful if 
taken habitually. Some products which are widely advertised 
as aids to health may, under certam circumstances, cause ill' 
ness or even death. The American Medical Association has 
records of countless cases of the serious consequences which 
have resulted from the use by untramed consumers, without 
medical advice, of widely advertised remedies. 

Needless to say, no one publicly defends the practice of ad' 
vertismg harmful products. But later on, when we consider the 
attempts to pass laws which would prevent the advertismg of 
such products, or compel the advertisements to tell the trath 
about them, we shall see that there has been much opposition 
to those laws We shall attempt to see whether our present 
laws offer sufficient protection to the consumer, and we shall 
discuss other methods by which he can be protected. 

See references, pages 3 19' 3 28 
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The advertising of harmful products is dangerous m itself, 
but its danger lies in the fact that it is not completely honest 
advertismg. Advertisements which tell the whole truth would 
have to tell that the product is harmful, and therefore would 
prevent rather than encourage sales. What about the advertis' 
mg of good products which are of real value to the consumer? 
Does that kmd of advertising have any mjurious effects? Is it 
always truthful, or is the advertismg of useful products some- 
times deceptive? 

All good busmess men as well as all interested consumers 
object to fraudulent advertismg, but there is real disagreement 
as to just what fraud or deception is. A generation or two ago 
there were many kinds of advertising schemes which were so 
plamly deceptive that they could not be used today. An adver- 
tisement would, for example, mform the consumer that if he 
sent in 25 cents he would receive a “complete sewing machme.” 
Those who sent m the money would receive a needle. In this 
case we all agree that there was an attempt to deceive the con- 
sumer The buyer did, however, receive something useful for 
his money, although the product he received was certainly not 
worth 25 cents. Perhaps the consumer should have known that 
he could not get a sewmg machme for 25 cents. 

This kmd of advertising does not go on, m the same way, 
today. But there are other kmds which have a similar effect. 
Listen to the radio, or look through a magazime, and notice the 
advertismg of cosmetics. Note that by clever phrasing, pretty 
pictures, and story cartoons, an unsuspectmg consumer may be 
led to believe that the use of a certam face powder or soap will 
give her beauty, will make her popular, wiU even help her to 
win a desirable husband. If she pays one, two, or three dollars 
for the product advertised, is she paymg that much money for 
the product itself, or is she paymg it because she hopes it will 
bring the results pictured in the advertisement"^ 

Notice how advertisements of various brands of breakfast 
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food try to give the impression that those who eat those brands 
will become athletic champions, or will gam health, pep, and 
vitality. Most of these advertised cereals cost many times as 
much as the same food would cost in an equally valuable form 
without the elaborate packagmg and advertising. Does the con^ 
sumer pay that extra amount for the food itself, or m the hope 
that Its use will result m health and strength? Perhaps, just as 
the consumer should have known that he couldn’t buy a sewmg 
machine for 25 cents, he should know that he can’t buy popu' 
lanty or romance in bottles or jars, and that he can’t buy 
health or athletic excellence m packages. 

It IS not necessary here to give examples of various ways in 
which advertisements fail to give complete mformation on 
quahty, or m which they lead the consumer to beUeve thmgs 
which are not true. It is much more interestmg to find those 
illustrations in newspapers and magazines and from radio pro' 
grams. Consider whether the important qualities are described 
fuUy, or whether there is a surplus of adjectives hke “’remark- 
able,” “exceptional,” “superb,” and “best.” When statements 
in advertisements say that a product will outwear any other 
under similar conditions, we wonder whether such a claim can 
be proved. If several brands make the Scime claim they cannot 
all be true. 

Much adveftismg appeals to the consumer’s desire to get 
good quahty, although the descriptions of quahty are often m- 
complete and exaggerated. Much advertismg also appeals to 
the consumer’s desire for economy and emphasizes the low cost 
of the product advertised. Other advertising appeals to desires 
other than those for quality and economy and often these ap- 
peals are unreasonable and sometimes undesirable. 

This last type of advertismg often attempts to create a desire 
to “keep up with the Jones,” or to make a good impression. 
It implies that the ownership and use of a particular product 
will raise one’s standmg in the commumty. For example, it 
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gives the idea that ownership of a certain kind of automobile 
will show that the owner is a “leadmg citrsen.” If we kop to 
think of the leading citizens we know, we realise that they own 
all kinds of automobiles, that some of them even have no auto- 
mobiles. A good sense of values tells us that the ownership of 
a car is no real mdication of the quality of one’s citi2;enship, 
or of his leadership m the community. If it is necessary for a 
man to drive an expensive car in order to demonstrate that he 
IS a “leading citi2;en,’’ then we wonder whether he has any 
real accomplishments, for if he had, his place in the community 
would be recognised without the automobile 

It is hard to estimate how much effect this kind of adver- 
tising has on most of those who read it Insofar as it is taken 
seriously, it helps to make readers dissatisfied. Worse than that. 
It tends to develop the false idea that leadership can be meas- 
ured by thmgs possessed, rather than by services performed. 
It appeals to a feeling of snobbishness which should not be a 
part of our American ideal. It is injurious, not because it en- 
courages people to want better thmgs, but because it encour- 
ages them to think that the ownership of such things labels 
them as leadmg citizens The effects of such advertismg prac- 
tices may be hmited to the development of undesirable atti- 
tudes, but such attitudes may result m unwise spendmg. 

Some advertismg tries to develop in consumers a fear of vari- 
ous illnesses or “plagues” which the advertised products will 
prevent or cure. A magazme published for advertisers hsted 
many such plagues as the “mventions” of the advertisers. 
Among them are acid mdigestion, ashtray breath, athlete’s foot, 
bankrupt nerves, cosmetic skin, dishpan hands, mornmg mouth, 
paralyzed pores, pmk toothbrush, and so on.® If advertismg can 
convmce us that we are m danger from some ailment, imagmary 
or exaggerated, it has a better chance of sellmg somethmg which 

® Printers’ ln\, Oct 11, 1934, Quoted in Harding, T S, The Popular Prac' 
tice of Fraud, N Y , Longmans, Green &?Co,1935, p 90 
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IS supposed to cure or prevent the ailment. And so advertisers 
sometimes appeal to fear. In fairness to the advertisers it should 
be noted that some of the most vigorous critics of advertising 
also appeal to fear by exaggeratmg the great dangers of usmg 
certam advertised products. Many of them may in fact be dam 
gerous, but sometimes the critics, m their enthusiasm for cnth 
cisms, overlook some of the facts. And so the advertisers criti' 
cise the critics, and both frighten the consumer. 

In addition to the advertisements that appeal to snobbishness 
and those that appeal to fear, there are some that are merely 
silly, and there are others that are m bad taste. Why do we 
have advertising of this kind? It is not because the advertisers 
are snobbish, or afraid, or siUy, or vulgcir. It is because their 
job IS to produce advertismg which will result m sales. To 
them there is only one basis on which to tell a good advertise- 
ment from a bad one. The good ones get results. No advertiser 
could afford to continue to use an advertisement to which 
consumers objected, because sales would drop. And advertising 
wiU probably contmue to have objectionable features as long 
as consumers fail to make their disapproval known by refusing 
to buy. 


GOOD AND BAD ADVERTISING 

There is some advertising which is carried on chiefly for the 
purpose of buildmg good will toward the manufacturer of 
goods. This advertismg sometimes does not directly ask us to 
buy any product, but it is hoped that the good will which it 
develops will result m increased sales. Many of the very good 
radio programs, symphony orchestra and opera broadcasts, are 
sponsored by companies desirmg to build good will in this 
manner. A drug company pays for advertising space in maga- 
zines and fills It — ^not with claims of excellence for certam 
products — ^but with common-sense rules of health, and with 
the sound advice to readers to see a doctor rather than attempt 
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to buy medicine for themselves. Another drug company sev- 
eral years ago ran advertisements that were appeals for world 
peace. These did not mention any products for sale. An auto- 
mobile company gave excellent safety talks over the radio, and 
distributed an extremely useful booklet on safe drivmg A per- 
sonal loan company issues valuable booklets on budgetmg and 
wise buymg, and even charges a few cents for the booklets. 
A life msurance company advertises by giving sound advice 
on matters of health. Such advertismg often has another value 
in addition to developmg good wiU and increasing busmess. 
It is to the advantage of a loan company to have the borrower 
pay back his loan regularly. Therefore if pamphlets on making 
budgets and buying food economically are helpful to the bor- 
rower, they also help the loan company. The health and long 
life of Its patrons are to the advantage of a life insurance com- 
pany. But this advantage to the company does not detract from 
the value of such forms of advertising to the consumer Much 
of this good-will advertismg has real educational or cultural 
value. 

Aside from such factors as the privilege of hearing good 
programs and readmg worth-while advertisements of educa- 
tional value, which the consumer appreciates, and aside from 
the elimmation of objectionable advertising methods which 
have been discussed, what does the consumer really want from 
advertising"^ Briefly, he wants the kmd of advertising which 
can assist him to spend his money m such a way that he can 
have the greatest possible amount of the thmgs he needs. Ad- 
vertising which helps us to be better buyers of goods and serv- 
ices IS good advertising from flie consumer’s pomt of view. 
If advertismg is to accomplish that purpose it should give m- 
formation on two factors, price and quality. How well does 
advertismg give mformation on these factors'? 

With regard to price, there is not much difiiculty. The 
selling price of goods is one fact usually available to the buyer. 
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Consumers soon recognizie that when automobiles are adver^ 
tised nationally, the advertisement lists the price at the factory, 
and It usually quotes the price of the least expensive model. 
The consumer is most often misled about the real price of 
goods by the way in which sellers express the carrymg charges 
on goods purchased by mstallment payments. 

The price of a smgle article is not a sufficient basis for a 
wise choice. The prospective buyer should also know the cost 
of similar articles, m order that he might compare prices and 
secure the most for his money. But comparative prices are not 
often advertised, primarily because such advertising is frowned 
upon by business. Whenever one merchant advertises goods 
for sale at a lower price than that of his competitors, business 
organi 2 ;ations exert all possible pressure to get him to stop such 
advertising, because it is regarded as unfair competition. Re^ 
duced prices on damaged goods, or at a clearance sale, or for 
other similar reasons are, of course, permitted It is also good 
form to advertise “at lowest prices” or “prices slashed,” be- 
cause competitors can advertise the same way. But when a store 
quotes prices m an advertisement, and states that those prices 
are a certain per cent lower than prices elsewhere, busmess 
organizations do their best to make that store change its 
methods. 

Usually they are successful. In 1936 a handbill was dis- 
tributed m New Orleans by a cham store. The headlme of the 
handbill read “Compare and Save 29%.” Below the head- 
line were listed prices of 15 well-advertised products, and 
opposite this list was another list of 15 similar products sold 
by the cham store. The prices quoted showed that the average 
savmg on the cham store products was 29 per cent. The quality 
of those products was guaranteed to equal that of the more ex- 
pensive brands. This method of advertising was startling. 
The president of the Associated Grocery Manufacturers of 
America said it was unfair. The president of the cham dis- 
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claimed any responsibility for the handbill, and mstructed his 
managers not to engage in such advertismg m the future.® 

A few stores hold out agamst the pressure to prevent such 
price comparisons m their advertismg. One of the largest stores 
m New York City, which sold only for cash, consistently adver- 
tised that Its policy was to sell merchandise at a certain per cent 
lower than any competitor that did not also sell for cash only. 
For years the local Better Busmess Bureau attempted to stop 
such advertismg, but m this case the store won out.^® 

The real difficulty for the consumer depending on adver- 
tisements is to find honest information regarding quahty. The 
consumer wants advertismg to be both honest and complete. 
If he examines advertismg carefully he reali2;es that an adver- 
tisement can be truthful m the sense that it contains no direct 
falsehoods, and at the same time misleadmg, either because it 
fails to give all of the facts or because it gives an impression 
that is not accurate. Advertismg that fails to give a complete 
and accurate description of the products advertised is far too 
prevalent It is so common that we are surprised at the appear- 
ance of advertisements like the one which appeared m the bird 
department of a Chicago store statmg- “Some of these canaries 
may develop into singers.’’^ As a consequence, alert con- 
sumers take the claims made by advertisers with several grams 
of salt. 

What about the advertisers themselves"^ They are even more 
fully aware of the situation than the consumer, and sometimes 
they admit it. An advertismg man of long experience gives an 
account of an occasion on which a well-known cannmg factory 
served six brands of pork and beans. No one present could 

®Reid, op at, pp 443^445 (from Time, Jan 18, 1937, and Tide, Jan 
1937) 

Kenner, H J , op at , pp 201-217 

Institute of Consumer Education, ?{ews Letter, Vol II, No 7, Apr 1940, 
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decide which of the six was the brand made by the factory/' 
Yet they had to advertise their brand as if it had distinguishing 
qualities which made it preferable to other brands. The same 
writer gives a good msight mto some of the reasons why there 
is opposition to the fixmg of standards which must be met by 
all manufactured goods m certam classes. He tells of the time 
when he was asked to advertise evaporated milk, which had to 
meet standards required by the government He states the 
difficulty of advertismg standard products thus: “One cannot 
establish or claim an advantage on natural or standard prod' 
ucts.”^® Another advertismg man writes that “There is not 
much difference m products of competitive companies in the 
same field; but advertismg can and does lift many a product 
above that common level and give it real distmction and char' 
acter.”^^ The consumer might ask whether this “distmction 
and character” is real or imagmary. 

Why, then, does advertising put forth exaggerated claims'^ 
Some defenders of advertismg argue that the consumer likes 
to be fooled, that he likes to believe that he has purchased 
somethmg unusual, even though he knows he has not Others 
believe that anythmg that encourages consumers to buy is of 
value because mcreased buymg is supposed to result m m' 
creased prosperity. Therefore, exaggeration is held to be jus' 
tifiable because it is believed that consumers would buy less 
if the ads told the whole truth and nothing but the truth. 

Other advertisers are more outspoken. One states that “Ad' 
vertismg has only one mission, and that is, profit to the busi' 
ness that pays for space or time” and that advertismg is “an 
extremely mercenary art, whose chief business is the extraction 

Hopkins, Claude C, My Life in Advertising, Harper, N Y, 1927, pp 
10M02 

Ibid , p 103 

Fehlman, F E, ‘’‘“Does Advertising Pay During a Depression'^" Advertising 
and Selling, May 24, 1934, p 44 
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of money from the pockets of those who have money An^ 
other promment advertismg man who was also a member of 
Congress stated that advertismg “has proved its power to 
get on and to push businesses on. It has not yet proved its 
right to be honored.”^® A realistic description of the job of an 
advertising agent follows: “your agent is m a drivmg, feverish 
business. He can’t be fairmmded to save his neck. He hasn’t 
time, he doesn’t know how, and he can’t afford it. He’s got to 
see one side of a question, the client’s side. If he is judicially 
mmded he ought to be a judge or an editor, not an advertismg 
agent. He is compelled to see the consumer as one who has to 
be brought into your camp by hook or by crook. He studies the 
consumer to see how he can be influenced in your favor, not 
primarily to benefit the consumer himself.’’^^ 

Some advertisers and busmess men have become very much 
concerned with the development among consumers of doubts 
and criticisms of current advertismg practices. They have 
objected to school textbooks and courses which they beheve 
present an unfair cnticism of advertising. Such attacks are, of 
course, justified if the books to which they refer fail to present 
an honest picture. But if the truth about advertising has been 
presented, the advertisers should have no ground for objec- 
tion. Other busmess men and advertisers have recognized this. 
In fact, while it is only recently that consumers have become 
very much mterested m the kmd of advertismg used to per- 
suade them to spend their money, the better busmess men have 
long exerted much effort to enforce honest and fair advertismg 
practices. They have recognized that if they are trymg to sell 
good quality, honestly-advertised products, their busmess can 
be seriously damaged by bad advertismg on the part of others. 
The busmess man sellmg good products suffers from such ad- 

Derum, J P , ‘‘'Must Advertising Wear a Halo‘d’' Advertising and Selling, 
Sept 14, 1933, p 14 

Bruce Barton, quoted in Advertising and Selling, July 16, 1936, p 5 

Printers* ln\, June 14, 1934, p 52 
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vertising in two ways. Consumers may refuse to buy the goods 
which hi offers, because they prefer to buy competmg products 
for which many impossible claims are made. Then, when the 
consumer finds that he cannot believe aU the claims made m 
the advertisements, he realizes that he has been fooled, and 
therefore refuses to beheve the honest as well as the dishonest 
riaima because he has no way of distmgmshing one from the 
other. 

Many busmess men, therefore, believe that the best way to 
answer consumer criticisms of advertismg is to make advertis' 
ing better. One Better Busmess Bureau presents its arguments 
m the followmg words: 

“In these days of consumer agitation, there is a great hue 
and cry m the advertismg world — ^much flowery talk and many 
fine words about the necessity for advertismg to be ‘sold’ to 
the public as an institution, as an economic boon to humanity. 
Why? 

“Nothmg can sell advertismg to the public hke good adver- 
tismg. Do you think that any one who has responded to an 
advertisement and had a pleasant experience needs to be ‘sold’? 
Do you thmk that any person will debate the economics of 
advertising if that person is able to get somethmg he wants, 
something that measures up to everything said about it, at a 
price he or she is wilhng to pay? 

“No — all the seUing effort m the world will not be com 
vincing as long as there are people scattered here and there 
diroughout the world who have had confidence destroyed by 
unpleasant experiences — people who may ultimately get tO' 
gether and discuss their bad treatment. Such people — ^those 
who harbor bitter memories — are the ones from which are 
formed the nuclei of discontented consumer groups. . . . 

“The excited concern of advertising men in the face of the 
growing consumer shadow remmds one of small boys in the 
dark, dmgmg to each other and whispenng of the necessity 
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for bravery instead of actually seeking the cause of their 
fear. ... 

“If the day ever comes when advertising men will devote 
all the energy now devoted to convincmg themselves of the 
necessity for convmcmg others of advertismg’s rightful place 
in the world, to active condemnation and elimination of those 
who abuse advertismg and dismay consumers, they no longer 
will have the need to worry. 

“Advertising tells its own story — it’s up to the copy writer 
to determine whether that story wiU be good or bad. Good ad' 
vertismg can sell itself without speeches and pubUc clamor.’’^® 

SUMMARY 

Advertising is necessary, both m the interest of business and 
in the interest of consumers. Much of our present advertising 
helps the consumer by giving him assistance in becoming a 
better buyer, and by creating the volume of sales necessary for 
lower prices. Much advertismg, however, puts the consumer at 
a disadvantage by mcreasing the cost of products he buys and 
by misleadmg him as to their quality. The influence of adven 
tising on consumer welfare is so great that many consumers 
have begun to give serious attention to the costs and effects 
of advertising. They are begmnmg to demand the elimination 
of fraudulent and objectionable advertismg, by government 
action if necessary. They are going one step further to demand 
advertismg which will provide them with more complete in' 
formation about the goods they buy. 

In this respect, the problem of advertismg is closely related 
to the development of standards and the use of grade labeling. 
Competitive advertismg of branded and trade'marked products 
would become less important if grade labeling of those products 

St Louis Better Business Bureau Bulletin, Feb 14, 1940 Quoted in the 
Institute for Consumer Education, H^ws Letter, Vol 2, No 6, March, 1940, 
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were, generally used. On the other hand, a few manufacturers 
have found that complete and accurate mformation and grad' 
ing IS m Itself a good advertisement, and that sales have in' 
creased when such information has been made available to con' 
sumers. 

Advertising can be improved, and is being improved in some 
fields. Aside from governmental action to prevent fraudulent 
and misleadmg advertising, perhaps the greatest responsibility 
for brmgmg about advertising practices more useful to con' 
sumers hes with consumers themselves. When the majority 
of consumers become aware of the ways m which advertising 
affects their costs of living and the ways by which it influences 
their choices and their purchases, when they learn to what ex' 
tent advertismg claims are accurate and adequate, and when 
they demand the kmd of information which would be to 
their advantage, advertising will have to satisfy their demands, 
in order to be effective in selling goods. In later chapters we 
shall see how consumers, how business, and how the govern- 
ment are trymg to meet the problems of advertising as they 
relate to the interests of the consumer. 


SUGGESTED ACTIVITIES 

1. What does the statement, “One cannot establish or claim 
an advantage on natural or standard products,” mean? How 
would this factor affect advertising of canned goods if gov- 
ernment grades were required on the labels? How does it affect 
the advertising of milk? Of butter? Bring in examples of adver- 
tisements for the latter products which emphasme the impor- 
tance of eating more of the products rather than of buymg a 
particular brand. 

2. Collect examples of advertisements from newspapers and 
mj^azines. Arrange an exhibit of these advertisements show- 
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ing as many important facts about them as you can. Consider 
the foUowmg pomts, and as many others as you can Chink of 
(a) How many give scientific facts'^ (b) How many give 
pseudo-scientific facts? (c) How many appeal to humor, fear, 
emotions, snobbery, thrift? (d) How many are misleadmg? 
How many might be misleadmg unless read very carefully? (e) 
How many show a picture of some subject which has no rela- 
tion to the article advertised'^ (f) How many refer to gov- 
ernment tests or standards'^ (g) How many might persuade a 
person to buy something he doesn’t really need? (h) How 
many emphasi2;e the value of a particular brand? 

3 Make a scrap book or posters showing good and bad ad- 
vertisements, and list briefly under each the reasons why it 
is good or bad. 

4. Select one of the advertisements you have collected. Cross 
out with black pencil all the phrases that do not give infor- 
mation of value to the consumer, and with a red pencil any 
phrases that may be misleading. Consider whether the adver- 
tisement, with these parts elimmated, would be effective 
enough to persuade the consumer to buy. 

5. Write what you consider an ideal advertisement for some 
product. Try it out on members of the class. Is it an adver- 
tisement that would be helpful to the consumer in bnyrng"? 
Is It interestmg and attractive enough to help sell the product'? 

6. Divide into committees to listen to and analyze the adver- 
tismg on different radio programs, considering the same pomts 
already brought out with regard to other forms of advertismg. 
Report to the class. 

7 How does advertismg affect your own purchases'? Give 
an example of some good value which you obtained as a result 
of advertismg. Give another of an unwise purchase made as a 
result of an advertismg appeal. How many of the recent pur- 
chases that you have made were mfluenced by advertismg? 
Of the advertisements which have been collected by the class, 
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which ones are you more likely to read, ano which do you tend 
to skip over? 

8. Debate- “Resolved, that advertising results in a higher 
standard of hving.” 

9. Write an article for the school paper on what consumers 
can do to raise the level of advertising. 
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CHAPTER VII 


CONSUMERS NEED SERVICES AS 
WELL AS GOODS 


O ur interests as consumers involve both consumer goods 
and consumer services. We have considered some of the 
important problems we have to solve m securing the goods we 
want. We shall now take up some of the prmcipal services we 
all use. We have already seen that goods and services cannot 
always be separated. We saw that when a consumer orders a 
meal m a restaurant he gets not only the goods, that is, the 
food Itself, but the services of cooks and weuters. He may even 
get, and help to pay for, the services of musicians playmg 
during the dmner hour. Likewise, few services can be provided 
without mvolving the use of goods We have illustrated this 
in the field of education. The most important factor in the 
benefits which we get from our schools lies m the services of 
the teachers. But material thmgs, such as books, paper, and 
laboratory supplies, are also necessary. 

We are not attempting to draw a line to separate our needs 
for services from our needs for goods. But there are many of 
our needs as consumers which cannot be met by buying some 
product. When we need medical care, the purchase of the 
medicine prescribed by the doctor is usually of much less 
importance than the medical or surgical care and advice of the 
doctor himself. Some of the problems which consumers face in 
securing services are very similar to those which they have m 
securmg goods. In both cases they are interested in the quality 
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and the cost. But because some of the problems are different. 
It IS convenient to give them some special attention. 

SERVICES OF UTILITIES 

About 6 per cent of the total amount of money spent by 
American consumers goes to pay for the services provided by 
public utihties ^ This amount is used chiefly to pay for elec' 
tricity, gas, transportation, water, and telephone services. With 
the exception of water supply, most of these utilities are owned 
and operated by private companies Nmety per cent of the 
water supply is furnished through municipaUy-owned systems. 

In our discussion of monopolies, we gave the example of 
public utility mdustries as an illustration of legal monopolies. 
We saw that, while it seemed to be in the public interest to 
have only one company in a city provide the telephone service, 
or street'car service, or furnish gas and electricity, there could 
be a danger of a single company taking advantage of the fact 
that It had no competitors and charging the consumer rates that 
would be too high. Therefore, in order to prevent the abuse 
of such legal monopohes, the laws offer certam protection to 
the consumer. 

Pubhc utilities are given their monopohes by means of fran' 
chises, usually granted by municipal or state governments. 
These franchises provide certam restrictions with regard to 
the rates that may be charged. Public commissions elected by 
the people or appomted by elected officers, have been created 
and charged with the duty of regulatmg the rates of the utility 
companies If the companies find that the rates set by the com' 
missions are unfair, they have the right to appeal to the courts. 
If the consumers find the rates unfair they can also appeal to 
the courts or attempt to elect new commissions. 

The problem of regulatmg public utilities has proved to be 

^ Article by John Bauer in Encyclopedia of the Social Sciences, Vol XIII, 
Macmillan, 1934, p 677 
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a complicated one. It is easy to see the difference in the situa' 
tion of the consumer when he is buying electric current and 
when he is buymg shoes If he needs a pair of shoes, but finds 
the price in one store too high, he can go to several others. 
But if he thmks his electricity bill is too high, there is nothmg 
which he as an individual can do. If he thinks the telephone 
rates are too high, he must choose between paying them or 
gomg without a telephone. The consumer is a little better off 
with regard to street railway systems, for if the rates become 
too high he may use that form of transportation less, and walk 
or dnve a car, or even take a taxi instead. In some places 
consumers have decided that they can be served better by 
utilities owned by the public, usually the ^ city government. 
There are many publicly-owned electric plants throughout the 
United States, some publicly-owned subway and street car 
systems, and a few municipally-owned gas systems. When the 
city owns the electric light plant, the consumer pays his light 
bill to the city, just as he pays his water bill. 

Consumers m rural areas have sought a different method of 
providmg themselves with some utility services. Private tele- 
phone companies were not very eager to build telephone Imes 
out into the country to serve scattered farmers. But farmers 
wanted telephone service, and decided to cooperate with each 
other to form mutual telephone companies, owned by the farm- 
ers cooperatively. They put up their own Imes and mstalled 
telephones on their farms, and then made contracts with the 
nearby privately-owned telephone companies to provide them 
with outside telephone connections More recently, consumers 
in rural areas have organized cooperatives to supply themselves 
with electricity. The success of consumers in providmg them- 
selves with such utility services as telephones and electricity 
through cooperative organizations is discussed in Chapters 
X and XI. 

The problem of the best method of providing the services of 
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public utilities IS an important one, and one about which there 
has been much discussion and argument. Many beheve that 
the ownership and control of necessary public utilities should 
be m the hands of the government Others vigorously oppose 
such a method. There is much more agreement on the pnm 
ciple that, if the government does not own the utilities, it must 
have the power to regulate them. But even here there is the 
serious question of how much regulation is desirable. It is of 
great importance that the regulation of utilities should be 
carried out m the mterest of the consumer. But the consumer 
is often at a disadvantage in making his interests known. 

The consumer’s position can be illustrated m the field of the 
distribution of electric power. Electricity is furnished, not only 
to the ordinary consumer to light his home and run his vacuum 
cleaner, but to large industrial plants as well These mdustrial 
plants use electricity not only for hght, but for power to run 
their machines. The industries, however, will not buy elec' 
tricity from the utihty company unless they get it at very low 
rates. If rates are too high, an mdustry using a large amount 
of power may build its own plant and furmsh its own elec' 
tricity, or it may buy coal and use steam as a source of power. 
So the large industrial plants can bargain for their electricity, 
and the power compames, in order to have them as customers, 
furnish them with electric current at prices which are only a 
fraction of those which must be paid by the ordmary consumer. 
In 1934 the average charge in the Umted States for electricity 
used for industrial purposes was 1.5 cents per kilowatt hour, 
while the average charge for domestic use was 6 cents per 
kilowatt hour.® Consumers wonder whether this is fair. They 
wonder whether it really costs four times as much to supply 
them with electricity as it does to supply electricity to indus- 
tries. The power companies may justify the unequal rates by 
saying that they have to supply current to the homes of con- 

^ Bauer, op at , p 679 
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sumers, and that by selling large amounts of additional elec- 
triaty to industrial users of power they are able to use their 
plants more efficiently and thus produce all their electricity at 
lower cost. The average consumer cannot himself be sure which 
argument is right. Expert technical knowledge is necessary to 
determme fairness in rates. Consumers usually have only the 
pubhc utihty co mm issions to provide that expert opinion, and 
to protect their interests. 

SERVICES PROVIDE EDUCATION, RECREATION, AND CULTURE 

One field m which we are consumers of services of utmost 
importance is that of education. It is one of the greatest Amen 
ican traditions that all children should have an opportunity to 
go to school. Throughout our history the opportunities to use 
educational services have expanded. Educational services on 
high school and college levels are now available to more people 
than ever before. The education of adults is becommg of m- 
creasing importance. Educational services are, for the most 
part, provided by consumers for themselves, but they provide 
those services through the government. Such education as is 
regarded as necessary for all is paid for through taxes Early 
in our history elementary schools were free and tax-supported. 
Later when people recognmed the importance of secondary 
education, that, too, was made available in free public schools. 
The earliest attempts at adult education, aside from tr ainin g 
for citizenship, were not free and tax-supported, but were car- 
ried on by groups of people who recognized their own needs, 
and who were willmg to pay for further educational advan- 
tages Now we are beginning to develop adult education as 
another phase of tax-supported services which we hope ma y 
be secured by an increasmg number of people. Free public li- 
braries, pubhc forums, daytime and evening classes, ^ repre- 
sent opportunities for adults to contmue makmg use of educa- 
tional services. 
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Cultural and recreational services are provided in 'a variety 
of ways. Many of these are also tax'supported functions of 
government. Cities provide playgrounds and parks, tennis 
courts, swimmmg beaches and life guards. Private agenaes 
offer a high proportion of our recreation m the form of com^ 
mercial enterprises, the most common of which are the motion 
picture theaters. Other private agencies make available import 
tant cultural and recreational services on a philanthropic, 
rather than a commeraal, basis. Individuals and voluntary 
groups support art galleries, recreational centers, organiZKi' 
tions like the Boy Scouts and Curl Scouts, and make their 
services available to the public. And finally there seems to be a 
revival of the formation of voluntary groups of consumers who 
get together to provide their own recreational and cultural, 
as well as educational, services. Choral societies, amateur dra' 
matic groups, and clubs of various kinds are illustrations of 
this development. This trend is important, because it mdicates 
that people are beginnmg to realize that often they can get 
more fun, as well as greater value, out of providmg their own 
recreation than they can from paymg for a ticket and watching 
others perform. 

SERVICES NEEDED FOR HEALTH AND SECURITY 

Some of the services which are necessary in order that con- 
ditions of livmg may be convement, peaceful, and orderly, are 
regarded as so important that we take it for granted that they 
should be provided for all by the government, and supported 
by taxation. Examples of these services are the fire depart- 
ments and pohce departments. These services help to preserve 
the security of our Hves and property and contribute toward 
making all of our activities easier and more convenient. All 
consumers want to be secure agamst dangers which might arise 
from such calamities as fire and crime, and that security is 
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usually adequately provided by various agencies of govern' 
ment. 

All consumers also need to be secure against other hazards 
or risks. One of the most important of these risks is that of 
economic msecurity. By economic msecurity we mean uncer- 
tamty as to whether we will have a sufficient income to pro' 
vide ourselves with our needs as consumers. The typical com 
sumer, with his mcome of $22.00 a week, can seldom feel 
economically secure. As long as his income continues he has 
a degree of security, but his mcome is too low for him to be able 
to save much for emergencies. Therefore the fear of unem' 
ployment is a serious threat to whatever security he may have. 
The danger of unemployment due to lack of opportunities for 
jobs is only one part of the problem. Another results from 
worry about the time when the worker is too old to keep on 
makmg an mcome. Twenty'two dollars a week, used to sup- 
port an average family of four, does not leave much of a sur- 
plus to put aside for old age. 

Economic msecurity has a great effect on habits of consump- 
tion. Many consumers could build or buy their own homes at 
a cost which, m the long run, would be much more economical 
than paying rent. But an uncertain income is an important fac- 
tor preventing a great many consumers from buying anythmg 
as expensive and permanent as a house. 

There is little that the individual can do to solve the prob- 
lem of possible unemployment. To protect himself agamst 
lack of income m old age, and to protect his family agamst the 
loss of his mcome if he should die, the individual can get a 
certam amount of security through msurance. Therefore the 
buymg of insurance is one of the problems which wise con- 
sumers must understand. There are many kinds of msurance. 
Pension and annuity plans provide for the payment of certam 
premiums for a certam number of years In return, when the 
msured person reaches a specified age, the msurance company 
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will return to him certam monthly payments as long as he lives. 
Life msurance, on the other hand, provides for the payment 
of a sum of money to the family, or the beneficiaries, upon the 
death of the msured person. 

Contracts between the msurance company and the person 
insured, called msurance pohcies, vary a great deal. They differ 
in cost, and they differ m benefits. Because there are so many 
kmds of msurance and so many kmds of policies it is important 
for the consumer about to buy msurance to know just what 
these differences are, and just what form of msurance would 
serve his purposes best. 

A person may have no dependents and may want msurance 
chiefly as a method of makmg himself save a certam amount 
of money for old age. Although there might be other methods 
of saving and mvestment which would brmg him greater re- 
turns, he wants a pension or annuity plan which would force 
him to save and to contmue saving, knowing that if he doesn’t 
he will lose a part of the amount he has already mvested. This 
form of msurance is relatively expensive, but it may be the 
best kmd for some people Another person may have a de- 
pendent family. He may have a good plan for savmg and m- 
vestment that will result m a sufficient amount by the time 
he IS old enough to allow him to retire. He needs a different 
kmd of msurance. Although his plan for savmg is a good one, 
it depends on his mcome. If he should die at an early age the 
amount saved would not be enough to take care of his fam- 
ily. And so he wants an msurance pohcy which wiU provide 
the greatest possible benefits in case of his death, but he does 
not need a pohcy which gives him a way of savmg money. 
These are only two illustrations of different kinds of msurance 
needed by different individuals It is frequently of utmost im- 
portance that a person buymg msurance should know what 
kmd he needs, and what kmds are available. He should re- 
member that not all insurance salesmen will give him the best 
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advice, that his best protection is to find out for himself. He 
should also know that there are insurance schemes that are 
fraudulent. Above all, he should read and understand every 
part of the insurance pohcy which he plans to get. 

Many individuals help to solve their needs for security by 
buymg insurance, but this method offers only a partial solu- 
tion. Only a small proportion of our people take out enough 
insurance to offer real protection to themselves and their fam- 
ilies in Ccise the breadwmner dies. Very few maintain for them- 
selves adequate pension and annuity plans to enable them to 
Hve comfortably after retirement. And since all of these plcins 
are based on the payment of insurance premiums, they are all 
dependent on continued income. The loss of a job can result in 
the loss of all the security which may have been built up by 
insurance. 

We have been considermg individual attempts to get eco- 
nomic security. Since individual effort is not enough, we are 
also interested in social security, which means the attempt to 
provide security by society as a whole, working through the 
government. Social security programs provide for such for ms 
of protection as old age pensions and assistance, unemploy- 
ment insurance, and aid to dependent children and to those 
people whose physical handicaps prevent them from earning a 
living. Governments levy taxes for the purpose of providmg 
these benefits. 

Most European countries provided various kmds of social 
security long before they were developed in the United States. 
It was not until 1935 that a plan for a nation-wide program of 
social security was adopted in this country. Before that time, 
however, some steps toward social security had been taken. 
Federal, state, and many city governments provided retire- 
ment pension pleins for their employees. Private companies, 
such as railroads and some mdustrial plants with large num- 
bers of employees, also offered retirement pensions. The state 
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of Wisconsin had an unemployment insurance plan. All of the 
states had some provisions for taking care of persons who were 
blmd and otherwise handicapped. 

With the passage of the federal Social Security Act in 
1935, and the later enactment of state laws to carry out the 
provisions of that act, the government began to provide a 
larger degree of security than ever before m the United States. 
Several different kmds of benefits are included in the law. One 
IS a system of unemployment compensation, supported by a 
payrolhtax on employers, although some states have passed 
laws which require contributions from employees as well. This 
unemployment compensation plan is really msurance for the 
employee agamst becoming unemployed through no fault of 
his own. In case of such unemployment, the law provides for 
the payment of a certam amount of compensation for a cer^ 
tain number of weeks. Another part of the act provides for 
old age benefits This is really an insurance pension plan, with 
the benefits paid out of contributions from both employers and 
employees, whose contributions are equal After the age of 65 
years a person covered by old age benefits may retire, and 
receive a pension, the amount of which depends on the wages 
earned before retirement. These provisions of the Social Se^' 
curity Act relatmg to unemployment compensation and old 
age benefits do not apply to ^ workers m the country. Farm 
laborers, domestic servants, casual workers, employees of chari- 
table, religious, and educational organi 2 ;ations, and government 
employees are all excluded from the benefits of these provisions 
of the law. It has been estimated that only a httle over half 
of our employed can be covered by the unemployment and 
old age benefits of our social security plan. 

The other prmcipal benefits provided under the Social Se- 
curity Act are assistance to the needy aged, the needy blind, 
and to needy children under sixteen; provision for maternal 
and child health services, for medical and other services for 
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crippled children, and welfare services for the care of home- 
less, dependent, and neglected children. It also provides per- 
sons who are physically handicapped with training to enable 
them to earn a living These services are administered by state 
agencies, but the federal government supphes a part of the 
money necessary, usually on what is called a matchmg basis. 
The federal government gives the states funds up to a certam 
amount. Each state must match this amount with money from 
its own treasury. State laws are therefore required to take 
advantage of the benefits under the federal act. 


SUGGESTED ACTIVITIES 

1. Choose one of the services which are important to con- 
sumers and report on the major problems connected with that 
service. 

2. Write to the Federal Security Agency for information re- 
garding benefits provided under our social security plan. 

3. Read and report on an article in a current magazine or 
newspaper dealing with public utility services. 

4. List the services which you have made use of during recent 
weeks Which of these could you have got along without"^ 
Which did you receive free, and who paid for them"? Which 
did you have to pay for? Did you provide any services to 
other consumers? 





CHAPTER VIII 

THE CONSUMER’S NEED FOR HEALTH 

SERVICES 
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N o person needs to be told that good health is one of the 
most valuable possessions he can have. Without good 
health he cannot fuUy enjoy consuming any of the things he 
wants. He cannot do his best work if he is m poor health, and 
if he IS seriously ill he may not be able to continue work at 
all His mcome as well as his happiness depends to a large ex- 
tent on his health. To maintain health in the United States 
consumers make use of the services of over a million people. 
About half of these are doctors, dentists, nurses, and other m- 
dependent practitioners who give mdividual service; and half 
are employees of hospitals, clmics, public health agencies and 
drug stores, and mclude doctors, dentists, nurses, pharmacists, 
social service workers, medical technicians, and lay employees. 
In addition to the work of these milhon people, government 
employees supervise water supplies to see that they are not 
contaminated, and governments attempt to protect us from 
impure food. Government agencies enforce quarantine regu- 
lations to prevent the spread of communicable diseases. Public 
health agencies are constantly at work on many different activi- 
ties to protect the health of all of our citizens. 

In many ways the purchase of health services by the con- 
sumer is different from his purchase of other services he needs. 
For one thmg, our own personal interests require not only that 
we ourselves have adequate health care, but that all others 
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should also have that care. Disease among a few people in a 
community can easily spread to others. The consumer knows 
that he and his children cannot be guarded effectively agamst 
tuberculosis unless all other consumers are also protected. 
Therefore health is a major social problem, of concern to so' 
ciety as a whole, as well as an mdividual problem. 

There is another important feature of our need for health 
and medical care, which differs from some of our other needs. 
When a person needs a new suit, he knows that he needs it. 
He knows approximately how long his suit will wear, and 
about how soon he will need another one. Unless he is un- 
usually careless about his budget, he knows about how much 
money he will need for food. If he contemplates buymg some 
expensive commodity, hke an automobile or an electric re- 
frigerator, he knows exactly how much it will cost. But fre- 
quently the consumer needs medical care and doesn’t even 
know that he needs it. If he becomes seriously iU, he will know 
that he must have some kmd of care, but he cannot judge 
what care he needs. Nor can he tell how much it will cost. 
He cannot plan for the expense of medical care as readily 
as he can plan for the purchase of his other needs, because 
he never knows m advance whether he will be sick, or how 
much care he will need. These factors greatly comphcate his 
problem in securing the care he should have. 

HOW ADEQUATE IS OUR MEDICAL CARE? 

We all know of mdividual cases in which persons have not 
had adequate medical care. Many people suffer from critical 
lUnesses because they fail to see a doctor early enough. Many 
spend many pamful hours at the dentist’s office, and pay large 
bills for dental service, because they neglected to secure dental 
care until long after it was first necessary. But we cannot 
answer the question as to whether our medical and dental care 
is adequate by considering only mdividual cases. To get a fair 
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answer to the question we must find out how much care is re- 
ceived by all of the people. Many large-scale surveys have 
been made m an attempt to discover just what the true situa- 
tion really is. One of the most useful of the recent mvestigations 
IS that made by the Committee on the Costs of Medical 
Care. This was a committee of 48 tramed and experienced 
people, of whom 27 were doctors of medicine. Its chairman was 
Dr. Ray Lyman Wilbur, president of Stanford University and 
former president of the American Medical Association. For 
five years this committee made a study of economic aspects 
of medical services, among all groups of people and m all sec- 
tions of the country. The study was completed m 1932, and 
the results of the study published in two large volumes. From 
the information gathered by this committee we can get a 
partial answer to the question of how much medical care the 
people of the United States are getting. 

The committee made a thorough study of 9,000 famihes 
at all levels of mcome, in many different parts of the United 
States. It found that while some differences existed, there was 
not a very marked difference m the extent to which illness oc- 
curred at different mcome levels.^ But there was a great deal 
of difference m the amount of care received. Individuals m 
well-to-do famihes received more than twice as much care from 
physicians than was received by those with incomes of $2,000 
a year or less. The differences m the amount of dental care 
received was much greater. About 21 per cent of the mdividuals 
studied received some dental care durmg the year. But only 
10 per cent of those with family mcomes under $1,200 a year, 
and only 16 per cent of those with family mcomes of from 
$1,200 to $2,000 received such care. On the other hand, 41 
per cent of those m the $5,000 to $10,000 income group, and 

^ The Economic Aspects of Medical Services (Reprint from Publication No 27 
of the Committee on the Costs of Medical Care), University of Chicago Press, 
1935, p 8 
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60 per cent of those with incomes over $10,000, had dental 
care.^ Remember that our typical consumer gets less than 
$2,000 a year. But it is not only mability to pay for such care 
that prevents people from getting it, although this is a very 
important factor. It was found that while four out of five 
people in the lower mcome groups who needed dental care 
failed to get it, two out of five in the $3,000 to $5,000 income 
class who needed dental care were also neglected.® 

The committe compared the amount of medical care received 
with the amount which should have been received under stand' 
ards of good medical care. They concluded that “neither the 
rich nor the poor receive medical care m the home, m the 
physician’s office, or m the hospital as often or as extensively 
as their true needs and the dictates of sound medical proce- 
dure warrant.”^ It was estimated that “the service from physi- 
cians was only 43 per cent of that considered essential for 
adequate care; the hospital care was only 25 per cent of the 
standard, and the dental care only 24 per cent.’’® 

This lack of medical care is serious. It becomes of even 
greater concern to consumers, who need the care, when they 
consider that even with the existmg number of doctors and 
hospitals much more of the needed care could be given. Doc- 
tors want to give this service, they now spend too great a 
share of their time waitmg for patients. It was estimated that 
although we are now getting less than one-half of the medical 
care we should have, the number of physiaans we have m the 
country could provide nme-tenths of the care needed, and 
although we are now gettmg only about a fourth of the dental 
care we should have, the existing number of dentists could 

2 Ibid , p 9- 
« Ibid , p 9 
^ Ibid , p 10 

® Foster, Wm T , Dollars, Doctors and Disease, Public Affairs Committee, 
1938, pp 4-5. 
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provide us with half of what we need.® If we could all have 
adequate care our doctors and dentists would be better off. 
In addition we would need more doctors, and about twice as 
many dentists as we now have. 

WHY IS OUR MEDICAL CARE SO INADEQUATE? 

The progress of medical science in recent years has been 
amazing. In many respects our medical and dental science in 
the United States leads the world. Physicians have given, and 
are givmg, hundreds of thousands of dollars worth of medical 
care for which they make no charge, and perhaps a fifth of 
the biUs for which they do charge remain permanently um 
paid. Why is it that, with all of the excellent facihties we 
have, there is still such a great proportion of our need for 
medical and health services that remains unfulfilled? 

One important question is whether the people of the 
United States as a whole can afford adequate health care. 
Before attempting to answer that, let us consider just what 
is now spent. In 1939 there was spent in the United States 
a Little over $3,577,000,000 for all kmds of medical care. If 
this seems high, how does it compare with the total amounts 
spent for other thmgs? It is less than half of what we spent 
for automobiles. It is only slightly more than we spent for 
recreation. It is not as much as the total amounts spent on 
tobacco and cosmetics. 

Who paid this total amount of a httle over 31/2 billion doh 
lars? In 1939, $2.00 out of every $100.00 spent was paid 
by the owners of industrial enterprises for medical services for 
employees, chiefly for those who were injured or contracted 
illnesses as a result of their employment. Five dollars out of 
every $100.00 was paid by government, and hence, by taxa' 
tion. And $79.00 out of every $100.00 was paid by individuals 

8 Ibid., p 6 
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for services and care received.^ In the depression years foh 
loiving 1929 the total amount spent was somewhat lower, 
and the proportions paid by mdividuals were decreased. This 
resulted m an mcrease in the proportion paid by the govern- 
ment. It IS estimated that patients themselves now pay about 
75 per cent of the total amount. 

The 31/2 billion dollars spent for all forms of medical and 
health purposes amounts to about $30.00 per person per year. 
Experts say that, if wastes and unbusmesslike methods were 
ehmmated, an average of $36.00 for each person each year 
would provide adequate and complete medical care.® This is 
an increase of only $6 00 per year over the amount now spent. 
It seems hard to beheve that $6.00 could make so much dif- 
ference. We must remember, however, that the amount now 
spent includes much wasteful expenditure. Not all of this 3^2 
bdlion dollars is spent for medical service of recogni2;ed value. 
At least $125,000,000 each year is spent for the services 
of faith healers and similar groups. The total amount spent 
each year on patent medicines is $360,000,000. Much of this 
expenditure is either useless or definitely harmful.® 

The average expenditure of $30.00 a year is not evenly dis- 
tributed. We know that low income groups spend much less 
than that, and the upper income groups spend much more. 
The expenditures vary considerably from one part of the coun- 
try to another, and even in different communities in the same 
state. A rural county in Tennessee averages $6 45 per capita, 
while the city of Philadelphia averages $54.00.^® There are, in 
proportion to the number of people to be cared for, only one- 
third as many physicians m South Carolina as there are in Cali- 
fornia; and there are more than a thousand counties in the 

The Economic Aspects of Medical Services, op at , pp 3^4. 

® Foster, op at , p 12 
^ Ibid , p 9. 

Economic Aspects of Medical Service, op cit , p 14 
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United States in which there are no hospitals for general com' 
munity use.“ 

Most of the $30.00 average expenditure is spent in an eh 
fort to cure disease. Only a very small proportion is used for 
prevention. We all know that prevention is better than cure. 
Perhaps few of us, outside the medical profession, real^e how 
much expense, suffermg, and early death could be avoided if 
adequate preventive care could be given. Yet only $1.00 out 
of every $30.00 is spent for all official and non'official public 
health work, and not all of this is used for prevention alone. 
Of the amount spent by mdividuals for medical care, only 1.4 
per cent goes for all types of preventive service.^" 

With all of these facts in mmd, we can see some reasons 
why we do not have adequate health care. One reason is com 
sumer ignorance. There is stdl enough superstition among 
some of our consumers to make it possible for “quack” cures 
to take in milhons of dollars. The huge expenditures for patent 
medicines reveal a lack of knowledge of the best methods of 
obtaining medical caire, and an unfortunate willingness to be' 
lieve the absurd claims regardmg the curative power of many 
so'called medicmes. The small proportion of consumer expendi' 
tures for preventive care shows that we are not fully aware 
of its importance. The fact that, m families with mcomes of 
from $3,000 to $5,000 a year, two out of five who need 
dental care fail to receive it, is an indication of consumer 
ignorance as to the importance of such care. In such cases 
neglect cannot be the result of too low incomes. In our efforts 
to secure health care, as well as m our desire to secure all other 
consumer services and goods, education and understanding 
are of utmost importance. 

But the major reason why we do not have adequate health 
care is an economic one. The majority of our consumers can' 

Foster, op ext , p 9 

The Economic Aspects of Medical Service, op cit , p 16 
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not at present afford the standard of medical care which is 
necessary if they are to be as healthy as they should. This does 
not mean that the Umted States as a whole cannot afford 
good medical services. As long as we spend more on cosmetics 
and tobacco than would be needed to provide good medical, 
dental, and hospital care for all, we cannot say that our na^ 
tional mcome is too low to buy that needed care But if the 
national mcome is not too low, individual incomes frequently 
are. 

Many families whose mcomes are sufficient to provide them 
with all of their ordmary necessities find it difficult or im- 
possible to meet expenses for health and medical care, largely 
because these expenses are unexpected, and because, when 
they do come, they are so large. Each year one family out of 
ten, or 10 per cent of the total, meets with illness so serious 
and so expensive that, except for the wealthy, there is ex- 
treme difficulty in meetmg the bill for medical care. This 
unfortunate 10 per cent pay 41 per cent of the total costs of 
medical care m the United States each year. Another 32 per 
cent of the families pay another 41 per cent of the total costs. 
And the remaming 58 per cent of our families, who, in any 
one year, are fortunate enough to have very little illness, pay 
only 18 per cent of the total costs.^® As a general rule, a 
family in this lucky group pays its small biU for medical care, 
but fails to set aside savmgs to take care of the greater ex- 
penses which, if the family is an average one, will occur in 
some future year. 

THE PROPOSAL POR PUBLIC MEDICINE 

The problem of providing adequate medical care for all 
people in the United States has become so important that many 
different methods for solving that problem are being proposed. 
One of these methods is public medicine. Public medical care 

“Ibid, p 11 
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means care provided by government agencies to all who need 
It, just as public education means educational services pro' 
vided by government agencies at government expense. The 
advocates of public medicme beheve that our present system 
of distributing medical care has failed to give necessary services 
to ail of our people, and they beheve that better distribution 
would result if the government were m charge. Proposals for 
pubhc medical care are, however, vigorously opposed by large 
numbers of people, mcluding the majority of those in the medi' 
cal profession. Some of those who oppose public medicine be- 
lieve that there are other methods of improving our present 
system that would be better than puttmg it all in the hands of 
government. 

We must remember that there are many forms of public 
medical care which are supported by all groups. We now have 
many public health and medical services which have been in 
operation for some time, and which have been completely ac- 
cepted by the medical professions. Nmety-five per cent of 
patients who are mentally ill are taken care of in government 
hospitals by doctors and nurses employed by the government. 
Seventy-five per cent of sufferers from tuberculosis are simi- 
larly taken care of by the government. And about one-third 
of the patients m other general and special hospitals also re- 
ceive care paid for by government agencies.^* No one doubts 
that the government is the only agency that can enforce pure 
water, pure food, and quarantine regulations. It is taken for 
granted that people who are on relief and who are unemployed 
should not be denied medical care, but that such care should 
be paid for by the government. About one-seventh of the total 
amount spent for all kmds of medical care in the United 
States 'is paid by the government from money secured by 
taxation. 

The argument, then, between those who advocate public 

Foster, op cit , p 24 
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medicine and those who oppose it, is not really an argument 
for or agamst the performance of medical and health services 
through government agencies. It is really an argument about 
how many services should be provided by the government. The 
question is whether these services should be increased and 
extended, and how far they should be mcreased. There is now, 
for example, before the public a proposal that the government 
should provide money for buildmg hospitals m communities 
where there are now no hospital facihties, but where they are 
badly needed. There seems to be a fairly general agreement 
that the federal government should give financial assistance 
m buildmg hospitals to communities that cannot afford them. 
But there is some disagreement with regard to how those 
hospitals should be managed after they are built, and how 
much should be contributed by the federal government to their 
operatmg expenses. 

Our democratic system requires that the decision made on 
the question of public medicme, as on aU other public ques' 
tions, should be made by the people themselves. Therefore 
It IS important that we should all know the arguments used 
on both sides, and that we should understand the facts, m 
order that our decision may be an intelligent one. The most 
deep'seated issue about which the disagreement centers is 
whether the government should go the whole way m providmg, 
at pubhc expense, complete health services to all who need 
them. 

Those who oppose any proposals for such an extension of 
public medicme give several prmcipal reasons. One is that such 
a control of the distribution of medical care by government 
agencies would result in a control by a pohtical machine, 
which would be subject to all of the defects of other pohtically 
controlled agencies. They pomt out the danger of an emphasis 
on quantity mstead of quality, because of the fear of mcreas' 
mg costs and therefore of mcreasmg taxes. They fear that doc' 
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tors will be overworked and wiU be unable to give the most 
careful attention to their patients. They are afraid that the use 
of prescriptions and medicmes will be restricted, as they have 
been in some foreign countries providmg public medical care 
They argue that more medical progress has been made in the 
United States under a system of private medical practice than 
has been made m some other countries with systems of public 
practice. They want to maintam the right of the patient to 
have his free choice of physicians. Above all they mamtain 
that medical services should be controlled by the medical pro- 
fessions, and they believe that pubhc medicme would endanger 
that control. 

Those who favor proposals of public medicme beheve that 
public control need not involve a political machine. They pomt 
to the very fine work done by such publicly-supported mstitu- 
tions as some of our finest hospitals for tuberculosis, and by 
public health agencies. They argue that there can be a better 
relationship between a patient and his physician if neither has 
to worry about the si2e of the fee. They believe that consulta- 
tion among doctors, specialisation, and preventive medicme 
might be furthered. They think that the position of the doctors 
and other medical workers would be improved because they 
would have no worries about bookkeepmg and bill coUectmg, 
they would have opportunities for vacations and further study. 
But their main argument is that medical service provided at 
public expense could be made as extensive as the need re- 
quired. Services not now available in certam areas and to cer- 
tain people could be provided. Medical care could be given 
to all people, not as an act of charity but as a recognised 
right, just as we now try to provide educational opportumties 
to all children. They believe that good doctors will give the 
best service they can, whether they receive in return a large 
fee or a salary, or even when they receive nothmg. They pomt 
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out that many of our greatest doctors have been employed by 
government agencies. 

It IS impossible to summarize all of the arguments on both 
sides of this question m a few paragraphs. Scores of books and 
hundreds of magazme articles have been written on the sub" 
ject. An attempt has been made, however, to hst the pomts 
of view most frequently expressed. It is important to note 
that many of the arguments used to oppose public medicme 
do not really apply to the prmciple of providmg care at pubhc 
expense, but refer to particular systems under which such care 
might be administered. These arguments might not apply to 
all plans that could be adopted. It is also significant that many 
of the arguments of those who favor public medicine refer 
to advantages that could be obtamed under other systems as 
well as under public control. 

Before we can form cin mtelligent opinion on the question 
of public medical services we must consider all arguments on 
both sides. We must try to find out how well the provision 
of medical care at public expense has worked out, both in 
places where more or less complete medical care has been 
given, and m the fields in which some forms of medical and 
health services have been provided here in the United States. 
We must also consider other proposals that are bemg made 
to provide more adequate medical care. 

INSURANCE FOR MEDICAL CARE 

We have seen that it is taken for granted that certain pubhc 
health services should be provided by government agencies. 
It IS also taken for granted that those who cire unable to sup" 
port themselves, whether it is because they are unemployed, 
physically handicapped, or too young or too old, should be 
given free medical care. This free care is provided both by the 
donation of services by doctors and by government assistance. 
We know that in the upper mcome levels people are able to 
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get good medical care and pay for it under the prevailing fee 
system. But there is that large part of our population which 
IS m between the upper and lower mcome groups for which 
medical care is a real problem. Bamihes m this group are self- 
supporting. They earn enough for the everyday necessities, 
and some of them are able to have some extra conveniences 
and a few luxuries. But when they have to face the expenses 
of a long ilbess, large hospital and doctor bills, they are hard 
hit. This group of millions of families do not need to be given 
free medical care, but they do need some system by which 
they could avoid extremely high expenses at one time. They 
need some method of budgeting their medical expense, so 
that It can be paid over a long period of time. Most methods 
designed to achieve this are based on the prmciple of msurance. 

Insurance is a method of protection agamst the risks of large 
losses due to misfortunes and accidents which do not happen 
regularly or often, but which are very serious when they do 
occur. The home-owner msures his house agamst fire, because 
he knows that if it should burn down it would be very diffi cult 
for him to secure enough money to replace it. By takmg out 
fire insurance he pays a small premium each year, and thousands 
of other people do likewise. He knows that only a certain 
number of houses, on the average, will bum each year. If his 
is one of those that bums, then some of the money that all of 
the others paid m fire insurance premiums will be used to help 
pay him the amount of his msurance. If his does not bum, 
then some of the money he has paid in will be used to help the 
less fortunate. Meanwhile, he has received the protection of 
that msurance, the knowledge that if he had been a victim of 
fire he would not have faced a total loss. He can easily make 
the relatively small, annual premium payments, although he 
could not afford to rebuild his house or buy a new one. This 
msurance method accomplishes two things. It spreads the risk 
over a large number of people, all of whom contribute to 
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the protection which they all receive. It makes it possible for 
an mdividual to pay small amounts which he can afford, and 
to pay them regularly. 

Group msurance for medical services is a comparatively 
recent development. It has grown amazmgly in the past few 
years in the field of providmg hospital care. Smce hospital 
care is usually necessary m the most serious and most expensive 
cases of illness, hospital msurance is a real protection. Most of 
the hospital care msurance now being provided is carried out 
through associations of hospitals, which agree to furnish a cer- 
tam amount of care m return for small monthly payments. The 
care is provided only m the hospitals which are members of 
the association, except in cases of emergency. The greatest de^ 
velopment of this form of hospital care msurance has been in 
the large cities. Similar hospital care insurance, at rates shghtly 
higher than those charged by the organizations owned and 
controlled by the hospitals themselves, is offered by several 
regular msurance companies. These insurance companies pay 
for hospital care m any hospital m the country. A cooperative 
msurance organization has recently been organized, owned by 
all o"f the consumers who are msured for hospital care, which 
provides msurance for hospital care anywhere in the Umted 
States at rates lower than most of the commercial msurance 
companies or the associations of hospitals. 

Group hospital msurance has proved successful. It removes 
the burden of heavy hospital bills. It makes it possible for 
people to get hospital care when, without such msurance, they 
would either have to try to get along without hospital care, 
assume a heavy debt, or accept charity. Sometimes the patient’s 
recovery is aided by the fact that he need not worry about the 
hospital bill. Hospital msurance benefits not only the patients, 
but their doctors as well. Physiaans can feel freer to recom- 
mend hospitalization of many patients whom they might other- 
wise hesitate to send to the hospital. Patients can more easily 
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pay their doctor bills when their hospital biUs are taken care 
of. The principle of insurance applied to the payment of hos- 
pital bills has now received the general approval of the medical 
profession as well as the public. But since the expense of 
hospitalitiation is only a part of the cost of medical care, this 
form of group payment m advance for hospital care provides 
only a partial solution. 

Methods are now being tried to carry out the same principle 
of group prepayment for medical care of all kmds. Many who 
have observed the success of hospital care msurance, and who 
recognizie that the number of consumers who need the care of 
physicians each year is far greater than the number who need 
hospitalization, advocate the extension of the insurance to the 
payment of doctors’ bills. A majority of the Committee on the 
Costs of Medical Care recommended the development of volun' 
tary group msurance for the prepayment of the cost of physh 
Clans’ services. The American College of Surgeons has mdicated 
Its behef that such a plan might result in an improved method 
of securmg medical care for families with moderate mcomes. 
The Cahfomia State Medical Society has endorsed this prmci- 
pie, and many scattered county medical societies throughout 
the country have approved of this method and m some cases 
have even organized plans for carrymg it out 

Ofte of the best known examples of voluntary group msut' 
ance plans which provide complete medical care is the RosS' 
Loos Medical Group of Los Angeles, California. This group 
is operated by a staff of many full-time physicians, whose num- 
ber includes specialists m many fields of medical care. They offer 
to members of their group msurance plan office calls and home 
calls, diagnosis and treatment of all kmds, mcludmg eye ex- 
aminations and hospital care. With the exception of eye-glasses 
and certam unusual and expensive medicmes, members receive 
all ordmary services and supphes. Employed persons may jom, 

Foster, op at, pp 15, 18 
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and they subscribe to the services through the groups of em- 
ployees of which they are members The costs of the services 
which they receive are $2 00 a month per employed person. 
This amount is paid by the member whether he is sick or well. 
There may be months, or even years when he needs no medical 
services But the $2 00 a month is really his insurance agamst 
high medical expenses He may become very ill, he may require 
an operation and the services of specialists, and m that case 
too he pays his $2.00 a month. 

There are many variations of this plan of health insurance 
now in operation. The Group Health Association in Wash- 
ington, D. C , is a cooperative organiziation owned by the con- 
sumers who receive the medical care which it provides. In 
many ways its services are similar to those of the Ross-Loos 
Medical Group. Another cooperative organization which pro- 
vides complete health care for its members is the Farmers’ 
Union Cooperative Health Assoaation of Elk City, OkMioma. 
A further discussion of cooperatives providing health and medi- 
cal care will be found m a later chapter dealmg more par- 
ticularly with the methods by which consumers themselves 
organize to supply their own needs. It should be mentioned 
here, however, that while in cooperative organizations the 
members are the owners, they control only the busmess part 
of the organization, and leave all of the control of the medical 
services to the doctors whom they select. 

Another kmd of plan in which consumers can prepay their 
medical bills is illustrated by the Kings County Medical Service 
Bureau in Seattle, Washington. Most of the physicians who are 
members of the county medical society participate m this plan, 
but they give their services as mdividuals mstead of practicmg 
m groups, as is done m the Ross-Loos Medical Group and m 
the Group Health Association of Washmgton, D. C. Con- 
sumers pay a certam amount each month into the organization 
which IS formed by the physicians. A consumer may choose 
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any doctor m the group, who agrees to provide hi m with the 
care he needs. Some of these county plans offer their services 
only to persons earning less than a fixed amount each year. 

All of the plans thus far discussed have been voluntary 
ones. No one needs to participate in these plans, or pay fiixed 
amounts each month, unless he chooses to jom because he wants 
the protection and the services provided. These plans are all 
described as voluntary health insurance. There are some people 
who would go a step further. They advocate various plans of 
compulsory health insurance. Under a compulsory insurance 
plan all employees who fall within certain classes would have 
to take part in the plan, just as they now have to take part in 
the unemployment msurance program under the Social Sc' 
curity Act. Most of the compulsory insurance plans which are 
proposed provide for the payment for the services by contribu- 
tions from the employer and from the government as well as 
from the employee The majority of them would require all 
employees earning less than a certam income to contribute 
to the system and receive its benefits They could select the 
doctor of their choice. Often these plans of compulsory in- 
surance provide for a sort of unemployment insurance as well 
as insurance for medical care, smce they would pay certam 
cash benefits to an employee who, because of illness, was un- 
able to work and thus faced a loss of wages. 

One form of compulsory health insurance has been prac- 
ticed in Great Britam smce 1911. There has been much criti- 
cism of the British system, but it has been sufficiently successful 
to result m the passage by the British Medical Assoaation 
of a resolution statmg that “The measure of success which has 
attended the experiment of providing medical benefit imder the 
National Health Insurance Acts System has been sufficient 
to justify the profession m umtmg to secure the continuance 
and improvement of an msurance system.”^® In the United 

Foster, op cit , p 22 
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States, suggestions for compulsory health insurance have been 
vigorously opposed by most organizied medical societies, and no 
plans for compulsory insurance have been put into effect m this 
country. Compulsory health msurance would be required by 
law. Both government and employers would be forced to con' 
tribute. The government would have something to say about 
Its admmistration. For these reasons many of the arguments 
used against it are the same as those used in opposition to 
public medicine. 

Perhaps the chief argument for the need of compulsory 
health insurance is the assistance which such a plan would 
provide for the lowest income group, those most in need of 
help. Many beUeve that voluntary health insurance could not 
provide care for this group at a cost which they could afford; 
but that compulsory msurance, with provisions for contribu' 
tions from employers and from government, would give them 
a chance to get needed health services. 


There are some people who believe that we now have ade' 
quate medical care under our present system. But the mvestiga' 
tions which have been made seem to show that only a fraction 
of our total population find the present system completely 
satisfactory. For the great majority of consumers, who are not 
m the upper mcome groups, improvements are necessary if 
enough good medical care is to be made available to them at 
a cost which will not be unduly great. Improvements in the 
method of providing medical care would benefit not only the 
consumers, but doctors, nurses, hospitals and dentists as well, 
for there would be a greater demand for their services, more 
doctors and dentists would be needed, and they would be able 
to receive a larger and more certain reward for their services. 

From the point of view of the consumer, the goal of any 
plan or combmation of plans for good health and medical care 
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is to supply such care to all who need it. It is very probable 
that no one plan will be sufficient to achieve that goal. The 
development of any particular plan does not prevent the use 
of other plans as well. Perhaps a variety of plans should be 
tried in order that advantages and disadvantages may be dis- 
covered and improvements made. Pubhc medical care is ac- 
cepted and approved m many fields, and the question is whether, 
or how far, those fields should be extended. Voluntary health 
insurance is now accepted when applied to hospital care, but 
IS sometimes still opposed by organised medical groups when 
applied to complete medical care. There are now a variety of 
groups in many parts of the United States providmg voluntary 
insurance for complete medical care so successfully that this 
method is receivmg increasing attention both from consumers 
and from the medical profession. Compulsory health insurance 
IS bemg advocated as one method of especial importance to 
the lowest mcome groups. It is being opposed especially because 
of Its compulsory features. Americans have a tendency to op- 
pose anything compulsory, especially when it apphes to private 
affairs and individual choices. Yet, if the goal is considered im- 
portant enough, Americans accept and believe in compulsion, 
as IS illustrated by our support of laws for compulsory school 
attendance. If private medical care and voluntary insurance 
plans cannot or do not provide adequate medical care, the 
people may demand compulsory health insurance or an exten- 
sion of public medical care. 

Although the arguments about the relative merits of vanous 
methods of providmg medical care may at times seem bitter, 
the aim of those on all sides of the argument is the same, the 
provision of good medical care to all. A wise solution of the 
problem will depend on our ability and willmgness to face the 
facts, understand the problem, and undertake democratic ex- 
periments to improve the existmg situation. 
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SUGGESTED ACTIVITIES 

1. Read the Public Affairs Pamphlet, “Dollars, Doctors, and 
Disease,” and some current maga 2 ;ine article (consult Readers’ 
Guide) on the subject of consumers’ needs for health services. 

2. Make a poster or chart mdicatmg some phase of the in' 
formation you have learned. 

3. Fmd out what provisions for preservation of health are 
carried out by your local and state government and your 
school. 

4. An interested member may read and report on the chapter 
in Louis Adamic’s The T^ative's Return which describes the 
methods of providmg health services m Yugoslavia. Contrast 
the situation there with that m this country. Others may report 
on articles describmg health services m other countries. 

5. Do you know of any instances of the needless or harmful 
expenditure of money for “quack” cures'? "Why was such 
money spent? What might have prevented it? Give examples 
of advertismg which might lead consumers to waste money 
on useless medicmes. 

6. Make a list of health services now provided by our govern' * 
ment. Make another list of any others which you thmk should 
be provided. Make a third list of services which you thmk 
should not be supplied by the government. Compare your lists 
with those of other members of the class, and give reasons for 
placing the items in the second and third lists. 

7. Do you agree or disagree with the following. “A plan should 
be put mto effect which would guarantee adequate medical 
and dental care to all children of school age m the United 
States, regardless of their ability to pay for such services ” 
Give your reasons. What would be some of the difficulties in 
carrying out such a plan? In what ways would it benefit sO' 
ciety as a whole? 
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CHAPTER IX 

METHODS OF ACHIEVING OUR 
INTERESTS AS CONSUMERS 
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I n the preceding chapters we have seen how many interests 
we have as consumers, and how important it is to each of 
us that his consumer mterests should be satisfied. We know 
that very few of us can hope to have all of the thmgs that 
we might want to consume, and we have seen how difficult 
It is for us to get the things we really need. We consumers 
are faced with the major problem of bemg able to buy es' 
sential goods and services at prices which are not only fair but 
dso withm our reach. We have to find out how to secure 
good quality in goods and services. We want freedom to choose 
the things we buy, but we need mformation and understandmg 
in order to exercise that freedom of choice wisely, and to our 
own best advantage. 

We find that we are handicapped in our efforts to secure 
our interests as consumers by several factors. We are handi' 
capped by prices which are too high for our incomes. We 
are hmdered in our attempts to learn the quality of our pur- 
chases by the lack of mformative labels on goods offered for 
sale, and by the difficulties which we encounter when we try 
to secure relevant facts. While some advertismg helps us to be 
better consumers, other advertising handicaps us by false or 
misleadmg claims, or by appeals to motives which really have 
nothmg to do with wise buying. 

There are some laws which protect our mterests as con- 
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sumers, but there are other laws which favor interests of 
smaller groups at the expense of consumers. Some business 
practices help the consumer, others hinder him. We find that 
our mterests as consumers depend not only on our own knowh 
edge and abihty as buyers, but on the whole comphcated man- 
ner m which the goods and services we need are produced 
and distributed. Leammg to be better buyers will bring only 
a partial solution of our problems as consumers. A real solu- 
tion must depend on consumers understandmg the importance 
of their interests, the factors which underhe the problems they 
face, and methods which are bemg tried or advocated to help 
in the solution of those problems. We need to know what 
agencies and what influences are working for consumer wel- 
fare. We must inquire what more needs to be done. Above 
all, we must consider what we ourselves can do to further 
our mterests as consumers 

EDUCATION CAN HELP THE CONSUMER 

This understandmg of consumer problems, so necessary if 
those problems are to be solved, requires education. Some of 
It can be obtained formally m school cind college dassrooms, 
and m adult education study groups. Some can be gained 
through expenence. Much can be learned through readmg. 
Such agencies as the radio are begmnmg to do some good work 
in consumer education, and could do much more than they are 
domg. 

In recent years our schools have begun to mcrease their em- 
phasis on consumer education. For a long time schools have 
offered an important part of consumer education m home eco- 
nomics courses, and until recently such courses were usually 
the only ones m which problems were presented from the con- 
sumer point of view. But schools have taught us to be better 
consumers in many ways which we do not recognise as con- 
sumer education. They have taught us to be better consumers 
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of literature and music and other forms of art by introducing 
us to the best that is avciilable and helping us to enjoy it. 

With the recent interest of consumers themselves in their 
economic problems, the schools have recognised that more 
specific attention should be given to those problems m school 
courses. As a result there is a trend toward giving courses 
which mclude material on how we can become better buyers 
of the goods we need. Business courses and social studies 
courses include problems of the consumer The study of mathe- 
matics emphasises trainmg and practice in calculations and 
problems of importance to consumers. Courses in science tend 
to deal more and more with the scientific aspects of consumer 
problems. 

Outside of schools and colleges many less formal educational 
activities are helping us to become better consumers. Study 
groups and clubs are often organized for the purpose of study- 
ing the cost and quality of merchandise and other problems 
faced by housewives in buymg for the family. A great deal of 
adult education on subjects of interest to the consumer is car- 
ried on by home demonstration workers of the extension 
service of the United States Department of Agriculture in 
cooperation with state universities and colleges. Under this 
program are about 25,000 home demonstration workers, as- 
sisted by about 200,000 local women leaders. Thousands more 
are engaged m some pheises of 4-H Club work and are in touch 
with over one and a half million families. They help these 
groups, usually m rural areas, to study better ways of buymg 
and making use of clothmg, food, and household goods. 

There are many general organizations and clubs which, 
while not organized especially for the purpose of studymg con- 
sumer problems, have given them mcreasmg attention in recent 
years. One of the largest of these is the General Federation 
of Women’s Clubs, which consists of approximately 2,250,000 
individual members of about 14,500 clubs. The General Federa- 
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tion of Women’s Clubs has prepared a definite program of con- 
sumer education In cooperation with the Consumers’ Counsel 
of the AAA, it broadcasts a weekly discussion of consumer 
problems over a nation-wide radio hook-up, and it provides 
its members with speakers on subjects of consumer interest 
Another organrtation of general interest which has devoted 
much study to consumer interests is the American Association 
of University Women. Local chapters of this organization 
sponsor the study and discussion of the position and problems 
of consumers in our present society. Its national organization 
is responsible for the preparation and circulation of excellent 
materials to assist in the study of those subjects. It reports 
almost twice as many local units conductmg consumer pro- 
grams in 1938 as in 1937, and is steadily mcreasmg the space 
given to those problems in its conventions and its publications. 

These organizations contribute much to the education of 
adults in consumer subjects, but they do not limit their work 
to the field of education Both work for better standards of 
consumer goods and for a more widespread use of informative 
labelmg. Another large organization, the National League of 
Women Voters, is mterested m consumer welfare msofar as 
consumers are affected by government activities, and gives ac- 
tive study and support to government measures for consumer 
protection, such as better food and drug legislation. The Na- 
tional Congress of Pments and Teachers, consisting of local 
associations comprismg about 2,250,000 individuals, is actively 
concerned with all problems of the home mcludmg home- 
makers’ consumer problems. The National Federation of Busi- 
ness and Professional Women’s Clubs includes subjects of 
consumer interest m its program. 

The American Home Economics Association is an organi- 
zation of real importance m the field of consumer education, 
since the teachmg of consumer education is its maj'or field of 
activity. The Consumer Education Association is another 
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group which has recently been organi 2 ;ed, to consist of those 
interested in the teaching of all phases of consumer education 
whether they are in the field of home economics, business, 
social science, or any other subject of consumer interest. The 
Institute for Consumer Education at Stephens College, Cck 
lumbia, Missouri, was founded in 1938 as an independent 
agency for consumer education. The Institute has established 
consumer courses at Stephens College, sponsors research and 
publications on consumer problems, issues a monthly news let' 
ter and many study materials on the subject. It has conducted 
annual national conferences on consumer education since 1939, 
which are attended by hundreds of mterested people. 

These are only some of the organisations and activities which 
indicate the interest in and the need for more education on 
the subject of our mterests as consumers. Education cannot 
be separated from other kinds of activity. We shall see later 
that the work of consumer testmg agencies has been of com 
siderable educational importance, and that business organisa' 
tions have attempted to solve their consumer problems by 
educational methods. While we do not have time to examine 
all of the developments toward more and more education for 
the consumer, those examples we have briefly noted mdicate 
the trend toward better knowledge and understandmg of those 
problems. 

It is important, however, to consider to what extent this 
trend in education can be expected to help the consumer. We 
must distinguish between two aspects of education on com 
sumer interests. One of these aspects emphasizies how to buy, 
and how to use the goods after they are purchzised. It is com 
cemed with such problems as how to tell one fabric from 
another, what qualities to expect in products to be used for 
certam purposes. In other words, its purpose is to tram us 
to be better buyers of goods that are available. It also mvolves 
the planning and budgetmg of our expenditures m order that 
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we may get the greatest possible satisfaction within the limits 
of our incomes. 

In previous chapters we have already seen that the emphasis 
on becommg better planners and better buyers is valuable, but 
that It has certam important limitations. We have seen that 
few consumers have time to learn all they should know to 
become expert buyers of the immense variety of things which 
they must purchase. And even if they did have the time, they 
would scarcely be able to make use of all of the available in' 
formation. We can learn what things to look for to determine 
the kind of workmanship that has gone into a suit or a dress 
that we buy. We can tell something about the quality of the 
material. But most of us cannot hope to learn enough to be 
able, by our own individual efforts, to be equally good judges 
of the quality and serviceability of a pair of shoes, an electric 
refrigerator, an automobile, a vacuum cleaner, a can of paint, 
and a bottle of medicme advertised for the relief of colds. 
Education cannot enable us to see mside a can, but it can m' 
form us that canned goods with government grades prmted 
on the label are available. Likewise, better planning of our 
expenditures is of great value to the consumer, perhaps of 
greater value to those with lower mcomes than to the more 
fortunate minority. But it cannot m itself lower the cost of 
necessities. 

This first aspect of consumer education is aimed at teaching 
consumers, as individuals, to spend their money wisely in 
such a way that it contributes most to their own mterests. 
The second aspect of consumer education is necessary because 
wise planning and wise buymg on the part of each individual 
consumer are not enough. In previous chapters we have noted 
some of the problems of quality and cost of consumer goods. 
Many of the most important of these problems cannot be solved 
by mdividuals alone. When the problem of securing pure, un' 
adulterated, and correctly labeled drugs and medicines arises, 
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we find that laws are necessary for consumer protection. In' 
dividual citizens of the whole country must work together 
through their government to provide that protection. Many 
other laws, such as tariffs and taxes, affect our mterests as 
consumers, and we must agam work together through our gov' 
ernments to protect our interests. But mdividual consumers 
have httle influence on government policy unless they work 
together to secure what they want. We shall see later that con- 
sumers sometimes get together to work for their own interests 
in voluntary organizations apart from government. They may 
merely meet in groups to study their problems. They may 
form or support an organization which tests products for quality 
zind reports its fiindmgs. They may join cooperative business 
organizations to supply themselves with consumers goods. All 
of this activity requires education which goes farther than 
learning how to buy wisely. It requires that consumers study 
and understand the causes of their problems, the way our 
present system of production and distribution works, and 
forms of activity which may help them solve their problems. 
This second aspect of consumer education can accomplish much 
in the way of providing an mteUigent basis for activity on 
the part of consumers. 

TESTING AGENCIES HELP THE CONSUMER 

We have seen that the individual consumer finds it difficult 
to be a wise buyer of the many kmds of goods needed, because 
he IS unable to become an expert m the testmg and judging of 
most products. There are, however, experts on each com- 
modity who are well trained in judgmg one product or a group 
of fiiTmlar products. If we consumers could afford the services 
of experts m helpmg us to choose among the many varieties 
of goods on sale, we could make our choices much more wisely 
than we do. One consumer could not afford to employ an 
expert to help him choose, but hundreds of consumers, by 
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contnbuting a small amount each to the testing of products, 
could save money by the use of expert services, Busmess and 
professional organisations can also afford to have experts test 
the products in which they are interested. There are now 
several different kinds of testing and approving agencies whose 
results are available to consumers. 

One kind of testmg agency exammes products and, if they 
are acceptable, awards them a “seal of approval” or a “seal 
of acceptance.” The manufacturers of products which have 
been awarded such seals may use the seals on their labels and 
in their advertismg. The value of such seals of approval de' 
pends entirely on the kinds of tests which are made, and the 
standards which products must meet before they are approved. 
Several popular magazines have “institutes” which test and 
grant approval to products advertised m the magazines. Some 
of their seals have become well known, and are used on numer' 
ous products m everyday use. Consumers want to know how 
much they can depend on such seals of approval granted by 
testmg institutes connected with popular magazines. 

This type of magazme testmg service has several limitations 
from the consumer pomt of view. The seals which are grcmted 
do not indicate what kmd of tests have been made. They do 
not state the mmimum standards required for acceptance. 
Nor do they mdicate any degrees of quality. Two kinds of 
vacuum cleaners may be accepted, but the consumer cannot 
tell whether one is better than the other. All he can teU is 
that both of them have met certam standards set by the 
magazme mstitute, and he does not know what those standards 
are. One of the vacuum cleaners may cost much more than the 
other, and the consumer has no way of findmg out, from the 
seal granted, whether the more expensive one is worth the 
additional cost. 

The consumer who is considering the value of seals of ap- 
proval granted by magazme institutes must also remember that 
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a good share of the income of the magazine comes from the 
advertismg of the products which it has accepted. Whenever 
the magazme institute rejects any product as failing to meet 
Its standards for approval, it also has to reject the income which 
It might receive from advertismg the product. This important 
business connection may tend to lower the standards for ac' 
ceptance. The Federal Trade Commission has for some time 
carried out an investigation of the advertising and seals of 
approval of one of the best known magazme mstitutes. It 
has found, for example, that this magazine permitted adven 
tismg of approved products to claim that through the use of 
one tooth'paste '’'’pmk tooth brush is prevented,” and that the 
use of another tooth-paste is “a sure way to correct bad 
breath.” This magazme assures consumers that it has made 
every effort to be sure that essential claims made m its adver- 
tismg cire justified. Yet all dental experts tell us that no tooth- 
paste can prevent tender or bleedmg gums, and that no tooth- 
paste IS a sure way to correct bad breath. Such examples as 
these seem to mdicate that seals of approval granted by maga- 
zine institutes cannot be tciken too seriously by the consumer. 
On the other hand, it has been found that this same magazme 
had a lower proportion of exaggerated and misleadmg state- 
ments in its advertising of cosmetics and medicines than the 
proportion found in the advertisements of another magazine 
which does not have a testmg mstitute.^ 

The consumer can place much more faith m seals of ac- 
ceptance granted by professional associations. Among these 
the most notable are the seals granted by the American Medi- 
cal Association. The American Medical Association has a 
Council on Foods which awards a seal of acceptance to foods 
which are honestly advertised, correctly labeled, and which 
are pure and wholesome. The Council does not recommend 
the use of these foods, but its seal assures consumers that 

^ Reid, op at , p 300 
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claims made are not misleadmg, that the product is safe and 
nutritious. The Council has set up standards for advertismg 
which It will accept. It does not approve of claims that any 
particular food will specifically result in good health, for health 
depends on many factors other than wholesome food. It oh' 
jects to claims that any particular product is “the best” there 
is, but permits claims to be “one of the best.” It will not ac' 
cept claims that any food should be used as a remedy for any 
certam illness. It carefully examines for accuracy any claims 
regarding the vitamm and mineral content of foods advertised. 

The American Medical Association also has a Council on 
Pharmacy and Chemistry. This Council tests drugs which are 
sold as proprietary (patent) medicmes, and grants seals of 
acceptance to those of which it approves. Its object is to prO' 
tect doctors and pubhc against fraud, objectionable advertis' 
ing, and undesirable secrecy in drugs and medicines. Because 
the Council does not want to encourage consumers to buy 
and use medicines without the advice of a physician, it does 
not grant its seal of approval to many products which are ad' 
vertised for sale to the consumer directly. There are, however, 
some medicines advertised for sale to the consumer, such as 
cod liver oil, laxatives, and antiseptics, which may be awarded 
the seal of acceptance of the A.M.A. Council on Pharmacy 
and Chemistry. In no case may medicmes accepted by this 
Council be advertised in such a way that they are recommended 
as cures for any ailments. 

The protection offered to consumers by the Councils of the 
American Medical Association are valuable. It has resulted 
m better advertismg and labelmg. The protection is limited, 
however, in some ways. Products which fail to gam the ap' 
proval of the Councils are not known to consumers, and may 
contmue to be sold. Sometimes foods receivmg the seal of 
acceptance are expensive, yet are no better than less expensive 
brands which are not widely advertised and which therefore 
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have never been submitted for approval. Finally, this protec- 
tion IS limited because only a comparatively small proportion 
of our consumers are familiar with the nature and value of this 
testing service. These hmitations are not the fault of the Coun- 
cils of the A.MA. The Association offers many services to 
consumers other than its testing of foods and drugs. It exposes 
frauds and quacks of all kmds in the medical field. It investi- 
gates products which may prove harmful to consumers. It 
publishes Hygeia, a health maga2;ine written for the general 
pubhc In these fields also the services could be of greater 
value if more people took advantage of the mformation which 
the Association provides." 

The American Dental Association has a Council on Dental 
Therapeutics which awards seals of acceptance to tooth-pastes 
and tooth-powders which are advertised m a manner accepta- 
ble to the council and which are safe to use in cleanmg the 
teeth. This service is subject to limitations similar to those 
described for the Councils of the American Medical Associa- 
tion. It IS surprising how few of the most widely-used tooth- 
pastes carry the American Dental Association seal of accept- 
ance 

Besides the testing agencies of magci 2 ;me institutes, and those 
of professional associations, much testing is done by retail 
stores. Large retail organi23.tions such as mail-order companies 
and large department stores have their own experts test many 
of the products they sell, or they make use of commercial 
testmg agencies to judge certain products for them. They do 
this to protect themselves against the purchase of goods of 
inf erior quality, to protect their reputation, and to protect 
their customers. Then there are private trade associations, or- 
ganized and supported by busmesses dealing with certam types 
of products, which test and approve goods sold to the pubhc. 

^ For interesting material on this subject see Cramp, A J , 'Hostrums and 
§uac\ery, American Medical Assoaatiop, Chicago, 1936 
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One of the best known of these is the American Gas Associa- 
tion, which tests and awards its seal to gas-bummg apphances 
which meet its standards for quality and safety. It has been 
estimated that about 90 per cent of the gas-burnmg apphances 
sold to consumers bear the seal of the American Gas Associa- 
tion. Similar testing and approving of electrical apphances, 
matches, oil burners and various other products is done by the 
Underwriters’ Laboratories, Inc The consumer who msists on 
the label of the Underwriters’ Laboratories on the electrical 
apphances which he buys is assured that they have been tested 
for safety under standards set up by that organiziation. 

In recent years another kmd of testmg agency has developed 
in the United States. The first to appear. Consumers’ Research, 
was founded in 1929. Consumers’ Research is an independent 
orgam 2 ;ation, supported by the consumers who subscribe to its 
services by paying $3.00 per year. In return for this subscrip- 
tion, consumers receive confidential bulletms contaimng rat- 
ings of nationally advertised products based on tests and 
investigations made by Consumers’ Research. In 1935, as a 
result of labor troubles within Consumers’ Research, there 
was organized another similar testing agency, Consumers’ 
Union. Consumers’ Union soon acquired a membership larger 
than that of Consumers’ Research. Its work is similar to that 
of the former organization, with certam exceptions. In addition 
to rating products accordmg to their quality and price. Con- 
sumers’ Union investigates the labor conditions under which 
they are manufactured, and emphasizes the importance of buy- 
ing products made under good labor standards Consumers’ 
Union is a membership organization, owned and controlled by 
its subscribers, and each consumer who joins has a vote in 
electing its Board of Directors. A third testing agency, the 
Inter-Mountain Consumers’ Service, deals with products sold 
especially m the western states. 

These three testing agenciej are all financed by consumers 
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themselves, and consumers therefore have the right to expect 
that their interests will be the chief concern of the organiza' 
tions which they support. Unlike the testing agencies described 
previously, these organizations list by name those products 
which fail to meet their standards as well as those which are 
accepted. Furthermore, among those which are accepted, they 
attempt to rate the products as to which are the best buys, 
and which, while acceptable, are not as good as some others. 
Price as well as quality is emphasized. They test a great 
variety of products, and not just those within a certain field. 

These non-profit testing and rating agencies offer to the 
consumer a kind of help in choosing his purchases which is 
not available from any other source. A person who subscribes 
to the services of one of these agencies receives a bulletin each 
month m which several types of products are rated. He may 
find a rating on soap, on shoes, or on automobiles. The bulle- 
tins give information on price. Two brands of soap, for ex- 
ample, may both carry seals of approval of other agencies which 
inform the consumer that they are safe and pure. But only 
these consumer-financed testmg agencies give information as to 
which is the more economical to buy. Not only is the price 
per cake of soap hsted, but, because cakes of soap which seem 
to be the same size may differ considerably in weight, the price 
per ounce is given. Further, soaps which weigh the same may 
have different values, because some soaps contain more water 
than others. Even this factor is considered in the ratings given 
by the consumer testing organizations. In several ways con- 
sumers can obtain assistance and expert advice through these 
agencies at a cost which is relatively low. 

But in spite of its real value, this kmd of testing service 
has some important limi tations. One serious problem is lack 
of funds. The income from yearly subscription prices paid by 
consumers is not sufficient to make it possible for the testing 
agency to make expert scientific tests on all the thousands of 
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different types of products which we buy. Even the articles 
most frequently purchased vary in quality from one part of 
the country to another, and a complete sampling of products 
from all sections would be too expensive. Ratings on brands 
which are made and sold locally are seldom found m their 
reports. Another serious limitation arises out of the fact that 
the quality of a particular brand does not necessarily remain 
the same from one year to another. XYZ brand may, for ex- 
ample, be found by a testmg agency to be defective m some 
way, and the manufacturer may honestly try to remedy the 
defect. Yet m spite of the attempt to improve the product, 
consumers who read the original report may contmue to be- 
lieve that the brand is mferior and therefore should not be 
purchased. Limited funds may prevent the testmg agency from 
makmg a new test and a new recommendation on XYZ brand 
for some time, and even when the report comes out, it is 
likely that many of the people who read the first unfavorable 
report may fail to read the new recommendation The manu- 
facturer of this product is likely to protest at the effect of 
the rating made. On the other hand, it is possible that a brand 
which received a high rating may not continue to maintain 
the quality which it had when the original test was made. 
ABC brand, for example, which was of excellent quality last 
year may be of lower quahty this year. Yet unless and until 
new tests are made, consumers will continue to buy ABC 
brand in preference to XYZ, not aware of the fact that one 
has decreased and the other has increased m quality. 

Because these consumer testmg agenaes were the first to list 
specific brands which were disapproved as well as those 
approved, because they rate these brands m comparison with 
one another, and because they frequently criticise the claims 
made m the advertisements of the products tested, the agencies 
themselves have often been the subjects of severe criticism. 
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Many producers believe that their ratings are made on the basis 
of tests which are not thorough enough to be completely ac' 
curate. In spite of this criticism, retail dealers who handle prod' 
ucts which have been recommended by these agencies are glad 
to quote their recommendations in persuading customers to 
buy those products. 

One factor which the testmg agencies themselves admit to 
be a handicap in their attempts to help consumers to buy more 
wisely IS the fact that most of the consumers who subscribe 
to their services are in the middle income group, and few of 
their subscribers are in the lower income group which has the 
greatest need for the information and help which they prO' 
vide. A very small proportion of the consumers whose family 
mcomes are $22.00 a week or less gets the information provided 
by these or any other agencies. Any method or agency which 
could give real help to this large group of consumers would 
perform one of the greatest possible services m the consumers’ 
interest. 

The value of testmg and ratmg products depends on how 
well the testing is done and how available the results are to 
consumers about to buy. Seals of acceptance are usually a part 
of the label of the products which have been granted the seals. 
Ratings of consumer testing agencies are not thus available. 
A consumer must look up in advance the ratmg of any par' 
ticular product. But in spite of many hmitations of the testing 
of products as it is now carried on, the interested consumer 
Ccin benefit considerably from the results of testmg services. If 
he is wise he will get as much help from them as he can, but 
he will also realise that they do not offer him complete pro' 
tection. They cannot be absolute proof against error. Some 
of them are more valuable than others We do not yet have 
any way of testmg the testers to see that they are performing 
the best service possible. 
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BUSINESS TAKES STEPS WHICH HELP THE CONSUMER 

We have already seen examples of several ways by which 
busmess helps to further our mterests as consumers. We know 
that the chief aim of any busmess is to be successful and profita- 
ble, and we know too that often profits are made at the expense 
of the consumer. But it is equally clear that no busmess can 
contmue to be permanently successful if it completely dis- 
regards the mterests of consumers. We have noted that im- 
provements in production making possible the large-scale manu- 
facture of most products have helped consumers as well as 
producers. We have seen that new methods of distribution 
have their effects on the welfcire of consumers, and that both 
efficiency and mefficiency in busmess can result m gams and 
losses to the general public. 

One of the means by which busmess organizations offer 
certain kinds of protection to consumers is through trade as- 
sociations. A trade association is an organization made up of 
many firms engaged m the same mdustry. They are interested 
m maintainmg standards for their own welfare, and m pre- 
venting unfair competition. They also try to discourage any of 
their members from deceivmg or defraudmg customers, because 
of the unfavorable effects which such action would have on the 
mdustry as a whole. In order to build up and maintain a good 
reputation for the industry, they establish voluntary standards 
and try to enforce them among their membership. Some of 
them, hke the American Gas Association, which we have al- 
ready mentioned, test and approve products which come up to 
their standards Others, such as, for example, the Association 
of Approved Busmess Colleges, admit to their membership 
only organizations which meet standards they have set up. 
Sometimes trade associations voluntarily accept standards for 
labeling products, so that we can now feel more secure m 
buymg fabrics labeled “pre-shrunk” or “all wool.” 
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The earhest important steps to raise the standards of adver- 
tising were not taken by consumers, but by organizations repre- 
senting advertisers. Printers’ ln\, a magazme devoted to the 
advertising business, has long recommended and worked for the 
passage of a model state law to enforce “truth-in-advertismg.” 
While many consumer organizations do not consider that this 
law offers complete protection to the consumer against mis- 
leadmg or mcomplete advertismg, it is without a doubt an 
important step in protecting us agamst the most objectionable 
advertising practices. 

Some of the most active agencies through which busmess 
offers protection to consumers are the Better Busmess Bureaus 
which exist m over 60 of the larger cities, and which are af- 
filiated with the National Better Business Bureau. The founda- 
tion of these organizations began m 1912, with the organization 
of a “National Vigilance Committee” to help in the enforce- 
ment of “truth-m-advertising” laws. In the ^guming, Better 
Business Bureaus were organized primarily to carry out the 
work of this committee, but at present they are concerned with 
all busmess practices, whether they mvolve advertising or not. 
Tlie Bureaus are non-profit organizations supported by local 
business men. Their immediate purpose is to protect their mem- 
bers from unfair advertising and selling methods of competitors, 
and to increase public confidence in advertising, salesmanship, 
and business methods. In carrying out this purpose, they offer 
protection to the consumer against many forms of fraud and 
deception. They attempt to educate consumers in money man- 
agement, in buymg, and m the care of merchandise. In some 
cases their attempts to enforce “fair trade” practices involve 
attempts to prevent the lowering of prices to consumers, as 
was the case in the example referred to on page 122. 

Better Business Bureaus mvestigate thousands of complaints 
made by merchants and by consumers. Consumers are fre- 
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quently asked to invest money m unusual ventures, they are 
given opportunities to buy at fake bargam auctions, they are 
offered “rare opportunities” to acquire goods represented as 
genume antiques, and unless they are alert, they may fall victim 
to many kmds of fraudulent schemes. Any consumer may re^ 
quest the local Better Busmess Bureau for mformation with 
regard to any selling or busmess plan which seems doubtful, 
and the Bureau will give him mformation free of charge. They 
win mvestigate, and if the scheme is fraudulent they will do 
their best to see that those engaged m the fraud will be ar' 
rested and prosecuted. If a consumer beheves that he has been 
cheated or treated unfairly by a local retail store he may make 
a complaint to the Better Busmess Bureau and the Bureau will 
exert pressure on the store to correct any unfair action it has 
taken. Usually the store will give m to the pressure of the 
Bureau. As a result of such pressure, busmess methods of re^ 
tail dealers m the better areas of most cities have improved. 
Often, however, it has resulted m the moving of unscrupulous 
dealers to the poorer sections of the city, where complamts 
are less likely to be made and where they wiH be less likely 
to be watched by the Bureau. This means that m this field, as 
in others we have noticed, less protection is offered to those 
consumers who need it most. 

Withm the past few years Better Business Bureaus have 
pubhshed a series of “Fact Booklets” on business subjects, 
written as aids to consumers in their everyday problems. Sub' 
jects such as advertising, borrowmg, budgeting, buying used 
cars, cosmetics, furs, health cures, jewelry, legal problems, sav' 
mgs, schemes, and secunties are some of those dealt with m 
these booklets. They warn consumers against deceptive busi- 
ness practices. They even point out that certain advertising 
claims, such as those regardmg “health foods,” preparations 
which will grow or nourish hair, “skin foods,” and cures for 
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various diseases, are untrue. Single copies of these booklets are 
sent free to all who request them. 

There is now developing among business organiziations a 
greater interest in the pomt of view of the consumer. This is a 
direct result of the recent awakening of consumers themselves 
to their own needs and problems. Consumers have begun to 
question whether their welfare could not be increased by cer' 
tain changes m busmess methods. Consumers are now pro' 
testmg at the way their mterests have been forgotten. They 
are even beginning to organize to work together to secure their 
needs. Busmess men hear those consumer protests, and many 
of them are makmg a serious attempt to meet the challenge 
of the consumers. Advertisers are beginning to worry about 
consumer criticisms of their work. Meetmgs and conferences 
of business men include important discussions of consumer 
demands. Advertising Age, the national newspaper of adver' 
tising, is offering $1,000 in prizes for the best proposals for 
a program to improve the relationships between advertisers and 
consumers. 

The busmess most directly m contact with the consumer is 
that of the retail dealer. Complaints by consumers reach the 
retailer first. If a consumer receives poor quahty merchandise 
he blames the store from which he bought the goods, though 
the fault may lie more with the manufacturer than with the 
retailer. It is to be expected, then, that the business group 
most likely to lead in the attempt to meet new consumer de^ 
mands is the group composed of retail merchants. 

The American Retail Federation, a trade association com' 
posed of retail dealers, recently made a survey of consumer or- 
ganizations, the people who make up those organizations, and 
the purposes of each consumer group. They made this analysis 
m order to understand the problems which they must face m 
meetmg consumer demands. In the report which grew out of 
this survey it is admitted that “Retailings’ efforts to meet the 
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demands of this new consumer movement are few and slow.”® 
But the report goes on to list certain exceptions, and tells of 
the adoption of grade labelmg of canned goods by one large 
grocery cham, the testmg carried out by large mail-order and 
department stores, the attempts of retailers to secure better 
quality m the products they sell. It describes recent efforts 
which have resulted in the formation of the National Consumer- 
Retailer Council which was set up to “provide a mechanism 
through which organized retailers and organized consumers 
can meet on equal terms, discuss the problems of merchandise 
and service from their different pomts of view and work out 
solutions to be recommended to retailers and manufacturers.”^ 
Perhaps one of the ways by which consumers may work for 
their own interests is to convince business organizations that 
business must, for its own good, hsten to the needs and prob- 
lems of the consumer and take some steps to help the consumer 
meet those needs and solve those problems. 


SUGGESTED ACTIVITIES 

1. What organizations and materials for consumer education 
are available m your community? If there are adult groups or 
clubs that are interested in consumer problems, invite repre- 
sentatives to speak on the activities of their organizations. In- 
clude organizations such as women’s clubs. Better Busmess Bu- 
reaus, adult education classes, professional organizations, and 
consumer organizations. 

2. What information, appreciations, and understandings of 
value to you as a consumer do you get from courses m mathe- 
matics, science, home economics, hterature, and other school 
subjects^ 

^ Gabler, Werner K , Labeling the Consumer Movement, Amencan Retail 
Federation, Washington, 1939, p 40. 

^Gabler, op at , pp 40^43 
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3. Write to the agencies mentioned in this chapter to secure 
information on the work they do in the mterests of consumers. 
Arrange an exhibit and write reports on their work. Class 
committees may be set up, each one to be responsible for the 
work of one agency. 

4. Make a table or chart hsting all the organizations which 
you can that help the consumer. Indicate for each agency; (a) 
the kind of organization and nature of its membership; (b) the 
kmd of work done, mcluding — if it is a testmg agency — the 
kmd of products tested; (c) who paid for the services; (d) to 
whom the services are available; (e) limitations of the services; 
(f) your estimate of the value of the services to the average 
consumer, (g) any suggestions for increasmg the value of the 
service. “Labeling the Consumer Movement,” by Werner K. 
Gabler, will be helpful in making this chart. 

5. Read and report on one of the books listed under “Refer- 
ences” on pages 3 19 to 328. In what way does the book contrib- 
ute to consumers’ understanding of their problems? 

6. Wnte an article or give a talk on ways in which individual 
consumers can make use of the assistance that is available in 
solvmg their problems. 



CHAPTER X 


GOVERNMENT AND CONSUMERS’ 
INTERESTS 


G overnment m a democracy represents all of the citizens, 
and IS organised to provide for their best interests. 
Through the agency of the government, consumers as well as 
producers make their interests known, and work for measures 
which will accomplish for them things which, without govern- 
ment action, could not be achieved. 

Our government has sometimes been criticized for not giv- 
ing enough consideration to the interests of consumers, and for 
faihng to give as much protection to consumers as might be de- 
sirable. But because our government is a democracy, because 
our government therefore reflects the demands of the people 
whenever those demands are strong enough, any criticism of 
the government for faihng to do enough for consumers is m 
many ways a criticism of consumers themselves. As we have 
noted earlier m this book, when some laws are unfavorable to 
the consumer, consumers have not effectively presented their 
needs and desires to the lawmakers. Consumers can take steps 
to secure them interests through them government whenever 
they themselves have enough understanding of them own needs 
to work for mteUigent government action to satisfy those needs. 

Government may contribute to the mterests of consumers m 
several ways. It may supply to consumers goods and services 
that they need It may pass laws regulatmg the manner by 
which those goods and services may be provided, reqummg the 
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maintenance of certain standards of cleanlmess, sanitation, 
purity, and honesty m the sale of products to consumers. It 
enforces laws against fraud. It may further provide assistance 
to consumers by means of education and mformation, and by 
the estabhshment of voluntary standards, the use of which, 
while not compulsory, will assist consumers in knowing the 
quality of products they buy. 

SERVICES PROVIDED BY THE GOVERNMENT TO CONSUMERS 

Many of the services which our government provides for us 
are so familiar that they are taken for granted. Some of them 
have been referred to m earher chapters. It is only necessary to 
mention them here to bring out what an important part some 
of these major services play m our hves. The most common 
and widespread, as well as the oldest of the services which are 
provided by our state and federal governments are education, 
the postal service, and protection against crime, fraud, violence, 
and disorder, as well as the maintenance of army, navy, and 
air forces for national defense. City and other local govem-- 
ments play an important part in some of these services, and in 
addition provide protection against fire, maintam pure water 
supplies, and sometimes furnish such commodities as electricity 
and gas. The Post Office Department has, through postal sav' 
ings, provided a means for saving and investing money. More 
recently, through the Federal Deposit Insurance Corporation, 
the government has provided msurance against loss for persons 
depositing money m national and state banks and savmgs and 
loan associations. The important social security services pro' 
vided by the government have been discussed in Chapter VII. 

The educational and mformation services provided by the 
federal government are numerous and valuable. Perhaps the 
most widely used are those of the Children’s Bureau m the 
Department of Labor. Among its many other duties this Bureau 
publishes and distributes free to those who request them some 
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of the best bulletins available on the care of infants and chil' 
dren. The Department of Labor also has a Consumers’ Project, 
which IS engaged in research on consumer problems and main- 
tarns an advisory and mformation service for consumers. The 
Consumers’ Project publishes a number of buhetms, many of 
which are distributed free. An example of one of these is “The 
Home Medicme Cabmet,’’ which lists remedies needed for 
home use, describes those which are safest and most effective, 
and suggests how they may be purchased economically. The 
Bureau of Labor Statistics, also in the Department of Labor, is 
charged with collecting and publishing statistics on all matters 
pertaining to labor, which includes means for promotmg the 
welfare of wage earners and therefore includes information 
relatmg to consumer interests. 

The Department of Agriculture has under its jurisdiction a 
number of the federal government’s activities relating to com 
sumers. The Consumers’ Guide is published twice a month by 
the Consumers’ Counsel Division, and is sent free on request. 
Articles m that pubhcation cover a wide range of consumer 
activities and interests. Study outlines, bibliographies, and sur- 
veys relating to consumer problems are also issued by the 
Consumers’ Counsel Division The Bureau of Home Economics 
in the Department of Agriculture conducts scientific research 
for the benefit of homemakers and consumers on such subjects 
as foods and nutrition, economic problems, textiles and cloth- 
ing, housmg and equipment, and household management gen- 
erally, and makes these results available to the public. The 
Office of Information of the Department of Agriculture dis- 
tributes free copies of numerous buUetms on how to buy and 
prepare foods of many kinds, and on prices and available sup- 
plies of food products. The Agricultural Marketmg Service 
develops standards and grades for agricultural products, and 
the Bureau of Animal Industry carries out the federal meat 
mspection laws. The work of the Bureau of Dairy Industry is 
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of value to consumers as well as to dairymen, because it pro' 
motes mcreased sanitation and better quality m dairy products. 

The Post Office Department helps to protect consumers 
agamst fraud. The use of the United States mails for the pur^ 
pose of defraudmg consumers by means of false promises is a 
crime against the federal government Postal mspectors are con- 
stantly on their guard against such schemes. They may take 
action as a result of complamts from consumers who have been 
victims of fraudulent schemes, or they may start investigations 
even when there have been no complaints. If investigators find 
evidence which shows that any persons or firms are guilty of 
such schemes, the offenders are forbidden the use of the mails, 
and the crimmal prosecution of them is turned over to the 
Department of Justice, and handled through the federal courts. 

Swmdles and schemes which use the mads to defraud are of 
many kinds. One kind appeals to the desire to make money 
easdy and quickly, and involves such thmgs as fake investments 
in mines and od fields and lotteries of various kinds. Another 
kmd appeals to the need of a job or of security. In one case 
$10.00 apiece was taken from many unemployed in return for 
a promise to make them district supervisors for the distribution 
of circulars, but there were no circulars to be distributed, and 
the ten-doUar contributions were gone. Stdl another kind of 
mail fraud tries to sell devices or drugs to make the victims 
beautiful. A fifteen-dollar helmet, with a httle blue hght inside, 
was sold by mad with a guarantee to cure baldness; and an- 
other device was sold to be worn over the nose to develop a 
handsome profile. The most vicious form of mail fraud is that 
which sells worthless “cures” for various adments. One man, 
before he was stopped, did a busmess of $1,500,000 a year, 
under 18 different names, by fittmg glasses by mad. Worth- 
less “tuberculosis cures” sold by mad have probably resulted 
in countless deaths from tuberculosis because their use pre- 
vented those who bought such “cures” from getting medical 
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attention. When the government succeeded in stopping the use 
of the mails by three brothers who had been very successful 
in sellmg one such cure, it found that it could take action 
against only two of the brothers. The third had died — of tu' 
berculosis. The Post Office Department estimated that in 1937 
the pubhc had been swindled out of $7,000,000 by medical 
frauds alone. The damage to health could not be measured. 

The number of cases involving all kinds of fraudulent use 
of the mails which were investigated by the Post Office Depart-- 
ment in 1937 was 5,429. Over 500 individuals or concerns 
were forced to discontinue their swindling by mail. In just 98 
of these cases the loss to the public has been estimated at 
$17,000,000. The Department reports that the number of com- 
plaints is constantly increasing. This does not necessarily indi- 
cate that there are more fraudulent schemes bemg tried. It may 
mean that consumers are becommg more alert, and are more 
frequently exercising their right to appeal to the Postal Service 
when the mails bring them offers that seem to be suspiciously 
promising.^ 

The United States Public Health Service is a part of the 
Federal Security Agency, One of its most important activities 
is comprehensive and intensive research m the cause and pre- 
vention of disease. It conducts surveys of the health of the 
general population and of health facilities available. It investi- 
gates methods of sanitation, and develops plans for better sani- 
tary control of milk and other food products. In its efforts to 
prevent disease and to control epidemics, the Public Health 
Service cooperates with both pubhc and private health and so- 
cial service agencies in the states Some of the greatest recent 
advances m the field of health have resulted from the activities 
of this agency of the government. 

A new and different kind of service for consumers is pro- 

^ Post Office Guardians of Consumers, Consumers* Guide, Apnl 11 1938 

pp 
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vided by the Federal Housing Administration. The National 
Housing Act, which created the Federal Housing Administra- 
tion, was passed for the purpose of encouraging improvement 
in housing standards and conditions, primarily by making it 
easier for people to borrow money for the purpose of budding 
or improving homes. During the years preceding the passage 
of this act there had been comparatively little home budding. 
Millions of consumers who had all they could do to provide the 
more pressmg immediate needs of food and clothing had to 
neglect their need for better shelter. There was great need for 
improvement in housmg, but httle money with which to pay 
for that improvement. The Federal Housmg Administration is 
now authorized to insure loans made to budd or improve dweU- 
mgs. The FHA does not itself lend the money. It simply guar- 
antees that loans made by regular lendmg agencies, such as 
banks, insurance companies, buddmg and loan associations, and 
credit unions, for the purpose of budding homes, wdl be repaid. 
The loans are secured by mortgages, and the mortgages are 
msured by the FHA. Because of the FHA mortgage msurance, 
the agencies lending the money know that they are not going 
to lose the money that they have loaned, and therefore they 
are wdling eind eager to lend money at low rates of mterest. 

Thousands of new homes are bemg built as a result of the 
FHA. On new homes which are occupied by their owners the 
FHA wdl insure mortgages covermg as much as 90 per cent 
of the cost of the home. The consumer who can afford to make 
a down payment of 10 per cent can have his own home, and 
often finds the monthly payments, which cover the mterest and 
part of the prmcipal, to be less than the amount of money he 
would have to pay as rent. But the FHA is not content with 
merely msurmg mortgages. It wdl insure those mortgages only 
if the house meets certam standards of construction and if it 
is located in a desirable area. The consumer is therefore pro- 
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tected against the mistakes which he might make in choosing 
an undesirable location, and against the waste of money which 
he might incur because of his lack of knowledge of how houses 
should be built and what standards should be maintamed. Be' 
fore the FHA insures a mortgage, its officials inspect the plans, 
and check on numerous details of construction such as strength 
of materials, kmd of msulation, amount of window space, and 
the degree of resistance to fire. The FHA also issues free pub- 
lications on recent developments in building construction and 
new building materials, on modem design, on prmciples of 
small-house planning, and on contract documents for home 
building. 

Other services of the federal goverment to consumers are 
numerous and scattered through many departments and agen- 
cies.” There is one federal activity especially worth notmg, not 
only because of its value to large numbers of consumers but 
because it is an excellent illustration of the way in which the 
government may make it possible for consumers to get services 
which they need, but which are not otherwise available. 

RURAL ELECTRIFICATION 

In 1935 about one farm m every ten in the United States 
was supphed with electricity from a central station. In spite 
of the fact that electricity had become one of the most useful 
of modern scientific developments, in spite of the fact that it 
had reached the pomt of being regarded as a necessity in aty 
and village homes, nme farmers out of ten were still without 
this service At the same time nearly 100 per cent of the farms 
in The Netherlands, 90 per cent of the farms in France and 
Germany, 85 per cent of those m Denmark, and 75 per cent 

^ For further information, use “'Consumer Services of Government Agencies,’*' 
Consumers’ Counsel Division, A A A , U S Dept Agriculture, and “Digest 
of the Purposes of Federal Agencies,” and the “U S Government Manual,” 
U S Information Service, Washington. D C 
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of those in Sweden were served by electric power lines.® The 
reason for this lack of rural electrification in the United States 
was not that our farmers, who are m many respects ahead of 
those m other countries m the use of modem labor'saving m' 
ventions, did not want electricity. It was rather that the elec-- 
trie utility companies that supplied most of the electncity in 
this country did not believe that it would be profitable to ex' 
tend electric service to rural areas. In much of the country, 
farms are far enough apart to make it difiicult or impossible 
for the farmers themselves to pay for the initial cost of build' 
ing the high'line required to bring the electricity to their farms. 
The utility companies were not wilhng to take the risk of 
building those lines and paying for their construction out of 
profits received from the use of electricity. There were millions 
of consumers on American farms who needed and wanted elec' 
trie light and power who could not obtain this service. It was 
to remedy this situation that the Rural Electrification Admin' 
istration was created by an Executive Order of the President 
m May, 1935, and made permanent by the Rural Electnfica' 
tion Act passed by Congress in 1936. 

The function of the REA is to provide federal loans for 
the purpose of constructing transmission Imes, and if necessary, 
generating plants, for the distribution of electricity to rural 
areas. Its loans are made at low rates of interest and are to be 
paid back within a period of 25 years They may be made to 
persons, corporations, states or subdivisions of states, and to 
cooperative and nonprofit associations organized for the pur' 
pose of fumishmg electric energy to rural areas. Before loans 
are made, the REA must give its approval to the plan, or 
“project” as it is called, for distnbuting or producing electric' 
ity. Approval is given only to those projects which are likely 
to be successful, both in service to farm consumers and in 

® Rural Electnfication Administration, A Guide for Members of REA Co' 
operatives, Washington, June, 1939, p 16 
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ability to pay back the money borrowed. There must be, for 
example, an average of two consumers who will use electric 
power m each mile of line constructed. There must be a suffi' 
cient number of consumers withm the project area who will 
use electricity to make the whole project a sound business enter- 
prise. REA officials supervise the program. They see that high 
standards of construction and materials are mamtained, and 
that the wirmg of farms and farm homes is done correctly. They 
are conducting effective educational campaigns to increase the 
use of electricity and of modern electrical appliances, and to 
inform these new consumers of electrical energy of the many 
ways m which electricity can make farm work and housekeep- 
ing easier, home life more pleasant and more healthful, and farm 
production more profitable. 

No consumer who lives on a farm needs to be told of the 
importance of electric energy. Electricity provides even more 
important services to rural consumers than to those in cities 
and villages. Farmers m areas served by REA projects no longer 
need to depend on kerosene or gasolme lamps and lanterns, with 
their comparatively poor light and comparatively high risk of 
fire. No longer must they pump water by hand, windmill, or 
gasohne engine. They can have radios without the constant re- 
placement of batteries formerly necessary. The farm home can 
be supplied with electric refrigerators, stoves, washing ma- 
chmes, irons, toasters, and all of the other modem appliances. 
In addition to these more common uses of electricity, farmers 
may have electric fences consisting of one wire carrying enough 
electriaty to give a mild shock to any animal trying to go 
through the fence. They may have electricity in their poultry 
houses, so that hghts may be turned on m-the morning before 
daylight, and in the evenmg after sunset. To the chickens, this 
makes wmter days seem longer, and the hens eat more feed and 
lay more eggs. Electric motors can do much of the work around 
the farm, such as grinding feed and sa^yrng wood. 
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When the federal government stsuted the REA program m 
1935, It offered to consumers m rural areas a service that they 
really needed. In doing so, it does not compete with private 
mdustry, but rather enters a field which private industry had 
regarded as unprofitable. Nor does the government give money 
to develop REA projects. It does finance the supervisory, ad' 
visory, and educational work, but the money used for the proj' 
ects themselves is lent by the government and is bemg repaid 
to the government. Money is lent at rates of interest lower than 
those which most farmers have to pay when they borrow 
money from the usual sources, but the rates are no lower than 
those often paid by large mdustries that borrow money. 

REA projects have proved to be of value not only to rural 
consumers, but even to private utility companies. Most REA 
projects are for the distribution of electric energy, but not for 
Its production. If there is a source of power available at rea- 
sonable rates from an electric generatmg plant owned either by 
a private utility company or by a city or village, the REA 
project buys its electric current from that source Only when 
such a source is not available does the REA lend money for 
the building of a generatmg plant. By July, 1939, 62 per cent 
of the electric current used by REA proj'ects was purchased 
from private utility companies, 21 per cent was purchased from 
municipal plants, and 9 per cent was produced by generating 
plants financed by the REA, with the remaming 8 per cent fun 
nished by the Tennessee Valley Authority and other sources.* 
By January 1, 1939, when REA had been functionmg for less 
than four years, the number of farms which received high'lme 
electric service had doubled. Twenty'one per cent of the total 
then had electricity.® 

^ Rural Electrification Administration, The Electrified Farm of Tomorrow, 
July 19S9, Washington, Government Printing Office, p 76 

® Rural Electnfication Administration, A Guide for Members of REA Co- 
operatives, Washington, June, 1939, p 16 The REA points out that a part of 
this increase has been due to private utilities, encouraged by the success of REA 
lines to extend their own lines into rural areas 
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About 90 per cent of the rural electrification projects fi- 
nanced by the REA are cooperative organisations composed 
of the consumers who make use of the electric energy. Loans 
are available to private utilities for expansion into rural areas, 
but few have taken advantage of them. In the succeedmg 
chapter we shall see how these rural electric cooperatives are 
organised, and why so many have taken advantage of the serv- 
ices of the REA. 

FEDERAL REGULATION OF THE SALE OF FOOD, DRUGS, AND 

COSMETICS 

Local governments, state governments, and the federal gov- 
ernment all have laws to protect consumers from impure, mis- 
branded, and harmful products. State laws and local ordinances 
can regulate all products sold within the area to which the laws 
apply. But federal laws can regulate only those products which 
enter into interstate commerce, that is, those products which 
are shipped from one state to another. The first federal Pure 
Food and Drug Act was passed m 1906. Before that time the 
states had passed a great variety of laws affecting the purity 
of foods and drugs made and sold within their borders. But 
regulation carried out by state governments alone met with a 
number of difficulties. There is a question as to what extent, 
under our Constitution, the laws of one state may restrict goods 
shipped in from other states. Manufacturers who sold their 
products in many states found it confusing, and often costly, 
to meet the different requirements of the various states. The 
passage of a federal food and drug law has helped to make 
state regulations more nearly uniform. Since its enactment, 
many states have patterned their laws after the federal law. 

The Pure Food and Drug Act which was passed by Congress 
in 1906 related to the adulteration and misbrandmg of food 
and drug products in interstate commerce. Its provisions were 
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enforced by the Food and Drug Administration in the United 
States Department of Agriculture.® Violations of the provi' 
sions of the law could be punished in two principal ways. Food 
and drug products which were adulterated or misbranded could 
be seized and confiscated by the government, and persons or 
firms that violated the law w'ere subject to criminal prosecution. 

The law of 1906 prohibited the adulteration and misbrand' 
ing of food and drugs. The adulteration of any product means 
the addition to it of any substance which is poisonous, harm- 
ful, and undesirable. Thus the law prohibited the addition of 
any poisonous substance to food and drugs. Apples, for ex- 
ample, must be sprayed with some solution, usually made of 
lead and arsenic, in order to prevent their being destroyed or 
damaged by worms before they ripen. No one wants worm- 
eaten apples. Neither does anyone want to eat apples covered 
with a film of lead and arsenic, for both lead and arsemc are 
poisons. Therefore apples which have been sprayed must be 
washed with a solution which removes the residue of the spray 
before they are offered for sale. If this washmg process is 
omitted, or if it is carelessly done, traces of the poison may be 
left on the fruit. If those traces which remam are sufficient to 
be of possible harm to persons eatmg the apples, then the fruit 
is adulterated, and its shipment m interstate commerce is con- 
trary to the provisions of the food and drug law. But before 
the law was amended in 1938 there was no agency which could 
determme just how much was enough to be harpaful and there- 
fore illegal. Each time the Food and Drug Admmistration of- 
ficials confiscated fruit on the grounds that too much of the 
poisonous spray remamed, the case would have to be tried in 
court, and expert chemists would have to testify with regard 
to the possible danger to consumers from the spray residue 
found on the fruit. Even after one court had determined that 

^ Note On June 30, 1940, the Food and Drug Administration was transferred 
from the Department of Agriculture to the Federal Secunty Agency 
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a specific amount was dangerous, future cases still had to be 
decided all over agam. 

There are many other kinds of adulteration which have been 
checked by officials of the Food and Drug Administration. 
Shipments of tomato catsup contammg mouse hairs, shipments 
of maple syrup contammg lead, canned crab meat contammg 
dirt, canned peaches containmg some “foreign substance hav' 
ing the odor of kerosene,” are examples of products sei2;ed by 
the FDA Notice that all of these products were illegal be- 
cause some harmful substance had been added to the food. If 
the food had been harmful because it contamed some poisonous 
substance which was a part of the food itself, it would not have 
been illegal, because, to come under the term “adulterated” the 
harmful substance had to be added to the food. 

Misbranding was also forbidden under the first law. Mis- 
brandmg means false labelmg. Food may be harmless and whole- 
some and still be falsely labeled. Under the misbranding pro- 
vision of the food and drug law a product labeled “olive oil” 
which was found to be really cottonseed oil was seized. More 
senous offenses are those m which labels on patent medicines 
make untruthful claims The manufacturers of a tonic which 
claimed to be a cure for pneumonia were prosecuted under the 
food and drug law because their product had been misbranded, 
since the label claimed that the medicme would do more than 
It could possibly do. 

In 1930 the McNary-Mapes amendment to the Food and 
Drug Act was passed at the request not of consumers but of 
manufacturers of canned products. This amendment requires 
that all canned goods which fails to come up to miniTrmm 
standards should be labeled “sub-standard,” and that all cans 
must be filled up to a certain mmimum level, or else be labeled 
“slack fill.” Smce 1930, the Food and Drug Administration 
can confiscate cans of cherries which contam too many pits un- 
less those cans are labeled “sub-standard.” It can charge a 
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manufacturer with misbranding his product if he sells it in con- 
tainers that are not properly filled, unless the label carries the 
term “slack fill.” 

The Food sind Drug Administration cannot enforce the law 
by inspectmg the products when they are manufactured. When 
a product which is m interstate commerce is suspected of being 
in violation of the law, it is tested by federal officials. If it is 
adulterated or misbranded the officers of the FDA start court 
action. Frequently no one will claim the product If the manu- 
facturer wishes, however, he may contest the action by pre- 
senting his case in court. After the hearing the court determmes 
what is to be done. The manufacturer may be fined. The court 
may order the product destroyed, which is usually done when 
it is poisonous or harmful. If the product is not harmful m it- 
self, as IS frequently true m cases of misbranded products, the 
court may order the United States marshal to sell the product 
and turn the proceeds over to the United States Treasury. 

The disposal of sub-standard butter by the courts is an m- 
terestmg illustration of the handhng of products which are in 
violation of the law, even though they are wholesome. Butter 
is the only product which is defined by federal law. It must 
contain at least 80 per cent of milk fat in order to be l^ally 
sold as butter. This provision is necessary to prevent the sale 
of a product containing a high proportion of water. Butter con- 
taining too much water may be perfectly wholesome and appe- 
tizmg, but It IS not fair to compel consumers to pay for water 
when they think they are buying butter. Therefore the law 
defining butter was passed. Each year the FDA officials seize 
dozens of shipments labeled butter which are misbranded be- 
cause “a product containing less than 80 per cent of milk fat 
had been substituted for butter.” In such cases the product is 
not destroyed. The court may order that it be given away. 
Frequently it turns the product back to the creamery which 
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produced it with orders to rework the “butter” so that it shall 
contain not less than 80 per cent milk fat. 

The Food and Drug Law of 1906 was a worth-while begin- 
ning in protecting consumers, but it had many defects. In many 
ways It was a compromise to begm with, and important changes 
in the production and manufacture of food and drugs over a 
period of 32 years made the law even less effective in the years 
preceding the passage of the new law in 1938 

One important defect m the old law was its failure to regu- 
late many products which did not come under the narrow defi- 
nitions of “food” and “drugs.” Cosmetics, for example, were 
not covered by the law until 1938. 

The first law on record in America relating to cosmetics pro- 
vided that any marriage could be set aside if the wife had misled 
and deceived her prospective husband by the use of cosmetics 
during the period of courtship preceding mcirnage This Penn- 
sylvania law of 1770 attempted to prevent deception, but it 
cannot be regarded as a law to protect consumers. It has been 
forgotten for a century and a half. But within recent years 
laws of a different kind to regulate cosmetics have become 
necessary. 

Most cosmetics, except haur dyes and skin bleaches, are harm- 
less, and most manufacturers of cosmetics are careful not to 
make a product which might mjure the user. Yet there are hun- 
dreds of cases on record of serious damage to health and beauty 
caused by cosmetics. Eyelash dyes have caused blmdness. Hair 
dyes and freckle creams have produced serious skin disorders. 
Perhaps the most shockmg of all were cases of paralysis and 
death resulting from the use of a cream sold for the purpose 
of removing superfluous hair. This cream was advertised m 
many reputable magazines and sold by reputable stores. It con- 
tained rat poison. Yet the Food and Drug Administration, 
under the old law, could do nothmg to prevent its sale, be- 

Consumers* Guide, Nov 7, 1938, p 7 
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cause it was neither a food nor a drug under the terms of the 
law. Its sale was finally stopped, not by law, but because its 
manufacturer was forced mto bankruptcy by the number of 
damage suits brought agamst the company. Examples hke these 
resulted m the pubhc demand that the FDA should regulate 
cosmetics as well as food and drugs 

Closmetics were not the only products left out of the earlier 
law. Drugs were defined as products used to cure, relieve, or 
prevent illness. This definition did not include certain “healdi 
tonics.” Nor did it mclude compounds advertised for reducmg 
weight. The law did not regulate the sale of devices advertised 
to promote health, such as sun lamps, “health shoes,” or elec' 
trie skull caps claimmg to “make hair grow on bald heads.” 

Protection of consumers under the law of 1906 was limited 
in several other ways. The Food and Drug Admimstration 
could act to prevent false labels, but it could not prevent false 
advertismg. The consumer could read an advertisement in 
which marvelous claims were made for a patent medieme. Urn 
aware of the fact that those claims were false, he would buy 
the medicme, without notiemg that the claims printed on the 
label were much more moderate than those of the advertise' 
ment. Alert consumers protested that real protection would be 
possible only when advertising could be subject to the same 
rules as those which apply to the labels. 

Enforcement of the rules regarding labeling was made difl&' 
cult, because only those manufacturers who knew that their 
labels were false were to be considered guilty. A manufacturer 
might sell a medicme which, according to its label, would cure 
tuberculosis. In spite of the fact that medical science knows of 
no medicme that can cure tuberculosis, the government could 
not prove that this manufacturer knew that his claims were 
false. And because it could not be proved that he was guilty 
of deliberately deceiving consumers, he could not be fined or 
punished m any way. Many similar cases occurred each year. 
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Even when guilt was proved, the punishment was often very 
hght. Many courts imposed fines so small that they could be 
disregarded. Wm. G. Campbell, chief of the Food and Drug Ad' 
mmistration, told of two mstances in 1937. In one case a fine 
of $2.00 was imposed for shippmg “filthy and decomposed 
walnuts,” while m another instance the offering for sale of a 
practically worthless product as a treatment for serious diseases 
of the eye resulted in a fine of $1.00 and costs of $35.00. Some 
courts were fortunately less lenient. In one case a canner 
pleaded guilty to the sale of dirty canned spinach, but pro' 
tested against a large fine on the grounds that such a penalty 
might cause his business to fail. This time the judge remarked 
that if the defendant was unable to manufacture clean food he 
had better get out of busmess.® 

There was nothing m the 1906 law to prevent the sale of 
food and drugs m deceptively large contamers which misled 
consumers into behevmg that they were gettmg a larger quam 
tity than was actually the case. The amount of the net contents 
must be prmted on the label, but most consumers do not read 
labels carefully enough to check on the net contents before 
making their purchases. The nature of the contents did not 
have to be stated on the label, and as a result consumers would 
often pay high prices for a “secret formula” made up of very 
ordinary ingredients. 

It was to be expected that, as the shortcomings of the law 
became increasingly apparent, there would be demands for a 
better law. After many attempts m successive sessions of Com 
gress, the bill which finally became a law in 1938 was intro' 
duced. As origmally drawn up, the bill contamed many pro' 
visions which would increase the protection given to consumers. 
Some of these were modified or stricken out before the bill was 
finally passed. There was bitter opposition to the new bill, espe' 
dally from some of the manufacturers of patent medicines One 

^ Consumers^ Guide, Nov 29, 1937, p 5 
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Congressman even offered an amendment to the bill which 
would exempt a certain asthma remedy produced in his home 
state from some of the proposed regulations. Although this so- 
called “asthma bill” was laughed out of Congress, the opposi- 
tion was able to wm on many points. In several important re- 
spects, however, the new law offers increased protection to 
consumers. 

AU cosmetics except soap are now mcluded in the provisions 
of the law. The law forbids false or misleading labeling of cos- 
metics, and prohibits the sale of all cosmetics which may be 
harmful to users, except coal-tar hair dyes. Such hair-dyes may 
still be sold, but they must carry labels which caution the con- 
sumer thus: ‘■‘This product contains mgredients which may 
cause skin irritation on certain individuals. . . . This product 
must not be used for dyeing the eyelashes or eyebrows. To do 
so may cause bhndness.”® 

The new law prohibits the interstate shipment of all food 
which may be injurious to health, whereas the former law pro- 
hibited only that to which injurious substances had been added. 
The Secretary of Agriculture was given authority to make 
rules, after public hearings have been held, to regulate the 
amount of spray residue which may be permitted on fruits 
offered for sale. In the case of any other food product to which 
ingredients which may be harmful must be added in the process 
of preparation or manufacture, similar rules may be made de- 
fining the maximum amount permitted under the law. Candy 
and confections are made safer for children, for it is no longer 
permissible to put metal trmkets or toys, or any other inedible 
substances, into packages of candy or popcorn. Devices such 
as sun lamps and other apparatus supposed to remedy or cure 
disease or relieve pain are now subject to provisions of the 
law. Drugs must now carry on their labels warnings against 
probable misuse which might be dangerous to health, and any 

^Consumers* Guide, Nov 7, 1938, p 8 
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drug which is habit forming must be labeled with a warnmg to 
that effect. The use of deceptive containers for foods, drugs, 
and cosmetics is forbidden. No longer must the government 
prove that a person violatmg the law had knowledge that his 
claims were false and that he was guilty of a deliberate attempt 
to deceive. Many other provisions provide for better labelmg 
practices than were required under the former law.^“ A product 
may not be labeled “strawberry jam” unless it contams a suf- 
ficient amount of strawberries. It is now possible to impose 
higher penalties for violation of the law than those permitted 
before 1938. 

These changes give consumers more protection. But in some 
respects the new law makes it even more difficult than it was 
before for the Food and Drug Admmistration tl) prevent the 
sale of food and drug products that are lUegal. Under the previ- 
ous law. It was possible for federal officials to sei2;e as many 
shipments of any certam illegal product as they could find. 
This procedure, called “multiple seizure,” meant that if a ship- 
ment of misbranded or adulterated food were discovered in 
one state officials could find out where that food had origmated 
and where other shipments of the same food had been sent. 
They could then seize those shipments wherever they might 
be found. This made it possible to stop the sale of illegal prod- 
ucts on a fairly large scale Under the new law multiple sei- 
zures are permitted in the case of adulterated foods, drugs, de- 
vices, and cosmetics. But in cases of misbranding, seizure is 
limited to a smgle interstate shipment of the product, unless the 
misbrandmg has been the subject of a previous court decision, 
unless the misbranded article is dangerous to health, or unless 
Its labeling is fraudulent or “would be in a material respect mis- 
leading, to the injury or damage of the purchaser or consumer.” 

A digest of the new federal Food, Drug, and Cosmetic Act can be secured 
from the Food and Drug Administration, Federal Security Agency, Washing' 
ton, D G. 
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The effectiveness of this part of the law wiU depend to a great 
extent on the way m which the courts interpret the phrase “'m 
a material respect misleading.” When enforcement officials sei?e 
a misbranded product they will be handicapped by uncertainty 
as to whether the misbranding is serious enough to permit them 
to make multiple seizures. 

Another difficulty in the enforcement of the law arises out 
of the provision that the shipper or owner of the goods sei 2 ;ed 
may demand that the trial be held near his principal place of 
busmess. If, for example, fruit containmg poisonous spray resi' 
due should be shipped from California and seised in Midiigan, 
the shipper could msist that the trial be held in California. The 
government finds it difficult to win such a case m the district 
in which the fruit was produced. Under the old law, trials were 
held in the districts where the seizures were made, which ordi' 
narily were the districts m which the misbranded or adulterated 
products were about to be sold to consumers. 

Perhaps the best way to understand the kmd of protection 
consumers receive from the activities of the Food and Drug 
Admmistration is to read some of the accounts of its work. 
The FDA issues “Notices of Judgment under the Food and 
Drug Act,” and will send copies free to all who request them. 
It also issues information for the newspapers with regard to 
seizures made and trials held. Some of the actions reported in 
January, 1940, will illustrate the kind of work done. Durmg 
December, 1939, the Food and Drug Administration seized 
3,525 pounds of walnut meats, 2,800 pounds of almonds, 140 
pounds of chopped nuts, 6,900 pounds of packaged raisms, 
10,100 pounds of rice, 81 sacks of flour, and 11 cases of tO' 
mato juice, all because they were mfested with msects. During 
the same month 6,200 pounds of pecans, 11,935 gallons of 
tomato pulp, 417 cases of tomato catsup, 46 barrels of dressed 
poultry, 168 pounds of frozen fish, 510 pounds of boneless 
ham shoulders, 4,900 pounds of Brazil nuts, 575 pounds of 
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walnut meats, and several other products were removed from 
the market because they were decomposed. Sixteen thousand 
pounds of fresh cabbage and 26 boxes of fresh pears were 
confiscated because they had too much arsenic and lead spray 
residue. One hundred thirty^eight cases of peanut butter were 
found to contain sand and ground glass. Low'fat butter and 
short volume tomato juice were seizied. Boxes of candy were 
confiscated because they contained some compartments which 
were empty, and the boxes were therefore deceptive. Six 
hundred seventy^eight cartons of tooth-paste were taken because 
the cartons were unnecessarily large for the sizie of the tube which 
was inside. Many kinds of drugs and medicmes were removed 
from the market because of false and misleadmg claims on their 
labels, and because they were harmful or not up to standard. 
Bandages, surgical dressings, and gauze were seized because they 
were not properly sterihzed. Courts imposed fines of from 
$25.00 to $500.00 for violations of the law.^^ 

Consumers were protected from all of these and many other 
harmful products. We should remember, however, that officials 
of the Food and Drug Administration cannot find all of the 
harmful and misleadmg products on the market. Their appropri- 
ations are too low to permit as large a staff as would be desir- 
able. Some of the violations of law mvolve only economic losses 
to consumers, while other violations threaten serious risks to 
health. When money and workers available are not sufficient 
to investigate all cases, the Food and Drug Admmistration of- 
ficials give their first attention to checkmg the sale of products 
dangerous to the pubhc health. They can spend each year an 
amount equal to about one and one-fourth cent for each person 
in the country. They cannot mspect at factories, but must wait 
until products have been shipped. They are still handicapped 
by the fact that punishments for violations of the law are so 

Press Release, U S Dept, of Agriculture, Food and Drug Administration, 
Jan 22, 1940. 
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light that unscrupulous persons do not mind runnmg the risk 
of a fine. In January, 1940, the sale of a drug bearing false and 
fraudulent claims to be a remedy for pneumonia brought a fine 
of only $25.00. Another so'called remedy which not only made 
false claims but which contamed a dangerous drug, resulted in 
a fine of only $100.00. 

The effectiveness of the law of 1938 in protecting consumers 
from adulterated and misbrcinded foods, drugs, and cosmetics 
can be finally determmed only after it has been m effect for sev' 
eral years. Much depends on the attitude of the courts m in' 
terpretmg and enforcing the law, as well as the siig. of the 
appropriations made for the Food and Drug Administration. 
Some groups of consumers opposed the new law when it was 
up before Congress because they beheved that it did not offer 
adequate protection. Other groups tried to get better provh 
sions, but, even when they failed to get all the protection they 
wanted, supported the act because they believed that some im- 
provement was better than none at all. The demands and in- 
terests of consumers had a great deal to do with those improve- 
ments which were made, but m spite of the activities of several 
consumer groups as well as those of other important organiz^i- 
tions such as the League of Women Voters, groups which op- 
posed provisions for greater consumer protection were able to 
elimmate from the bill some of its best provisions. Consumers 
who criticue the law because it does not offer as much protec- 
tion as they would like should remember that it is up to them 
to make their mterests known if they want greater protection. 

THE FEDERAL TRADE COMMISSION AND CONSUMER INTERESTS 

One of the criticisms which, as we have seen, was made of 
the origmal Pure Food and Drug Act was that, while it con- 
tamed provisions which prohibited false labelmg, it did not 
regulate advertismg. When the new law of 1938 was being 
considered, it was proposed that the Food and Drug Adminis- 
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tration be given the authority to prevent false advertising as 
well as false labeling of food, drugs, and cosmetics. This pro' 
posal was not adopted, but durmg the same session of Congress 
that authority was given to the Federal Trade Commission by 
the Wheeler'Lea Act. 

As we have noted elsewhere, the Federal Trade Commis' 
sion was created in 1914 for the purpose of preventmg unfair 
methods of competition m commerce False advertismg is some' 
times an unfair method of competition, and under the law of 
1914 the Federal Trade Commission could stop untruthful ad' 
vertismg if it could prove that such advertismg injured a com' 
petitor of the company that was responsible. But unless a 
competitor was injured, the commission could take no action 
against misrepresentation which was harmful only to consum' 
ers. A defimte decision on this point was made by the Supreme 
Court m 1931 with regard to a drug advertised for use m re' 
ducing weight. It was proved that the advertisements of this 
drug were false and that they had resulted m injury to com 
sumers. But because it was not proved that the false advertising 
had mjured a competitor who was sellmg another medicme for 
reducing weight, the Court held that the Federal Trade Com' 
mission could not prevent the type of advertismg used. The 
same rulmg held with regard to the advertismg of all products. 

The Wheeler'Lea Act of 1938 increases the powers of the 
Federal Trade Commission, so that it can now order persons 
and firms to cease making false claims m the advertising of any 
product, even though consumers are the only ones mjured by 
those false claims. The Comimssion no longer needs to prove 
that the harmful effects extend to competitors as well as com 
sumers. The new law also makes it easier to enforce the orders 
of the Commission, and it gives it special powers over the false 
advertismg of foods, drugs, devices, and cosmetics. In cases m' 
volvmg these classes of products, orders of the Federal Trade 
Commission may be enforced by means of criminal prosecution 
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if the products which are falsely advertised are injurious to 
health or if the false claims are made with mtent to defraud or 
mislead. A guilty advertiser may be punished by a fine up to 
$5,000 or imprisonment up to six months, or both. 

The law defines a “false advertisement” as one which is 
“misleadmg in any material respect.” Here the protection of' 
fered by the law will depend on the interpretation of this defi' 
nition. Is it, for example, “misleading in a material respect” to 
leave out of the advertising the fact that a medicine may be 
harmful to certain persons, although it will help others? How 
misleadmg is it to claim that a shirt will “wear like iron”? Is 
a medicme injurious to health when, although the medicine it' 
self is harmless, it is used by a consumer in the hope that it 
will cure a serious disease which it cannot possibly cure? These 
are some of the questions that must be answered by the courts 
m the enforcement of the laws agamst false advertismg. The 
Wheeler'Lea Act has been m force only a short time, yet it is 
interesting to compare the advertisements which now appear 
with those which were prmted before the act went mto effect. 
Claims of various medicines to “cure” certain diseases have 
been changed to “relieve the symptoms” of the disease. Adver' 
tisements of nose drops now carry the warning: “Not recom' 
mended for children under two years of age or for people m 
weakened condition.” Extreme statements have been qualified. 
The consumer must always have the responsibihty of carefully 
readmg advertisements as well as labels, but in many ways he 
now has a better chance to learn the honest facts about the 
products he buys than he had a few years ago. 

OTHER GOVERNMENT REGULATIONS OF ADVERTISING PRACTICES 

There are some other duties of the federal government m 
regulatmg advertismg that are of mterest to consumers. We 
are interested not only m spendmg money for our immediate 
needs, but also m saving and mvestmg it m order that we may 
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have enough for our needs in the future. Thousands of con' 
sumers purchase stocks and bonds for purposes of saving and 
investment. Smce 1933 the Securities and Exchange Commis' 
Sion has been authori2;ed to protect the purchasers of stocks 
and bonds from fraud. The law requires that before securities 
may be sold m interstate commerce certam kmds of mforma' 
tion with regard to those securities must be registered with the 
SEC, and that such information must be available to anyone 
who IS interested m purchasmg the securities. Here again com 
sumers must themselves be responsible for investigatmg the 
various ways m which they propose to mvest their money, but 
the federal government offers them protection agamst fraud 
and the opportunity to get certam essential information before 
they buy securities. 

GOVERNMENT REGULATION OF MEAT SOLD IN INTERSTATE 

COMMERCE 

Whenever meat and meat products are sold in interstate 
commerce the federal government exercises an eflScient control 
of their purity and wholesomeness. Smce 1906 the Meat Im 
spection Act has required that all meat which is transported 
from one state to another must be mspected eind passed by of' 
ficials of the Bureau of Animal Industry in the United States 
Department of Agriculture. This control is much more com' 
plete than that which can be carried out under the Food and 
Drug Administration because the inspection is made at the time 
the meat is being slaughtered and prepared for market. Before 
it is ever shipped from the slaughter house or packing plant the 
meat must be stamped with labels stating that it has been in' 
spected and passed by federal officials. 

Under the Meat Inspection Act the government requires cer' 
tain standards of cleanliness and samtation m packmg houses 
and plant facffities. The live ammals are mspected first, m order 
that any that might be diseased may be eliminated. Then the 
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slaughtering and packing is inspected. The cost is paid by the 
federal government, and amounts to less than seven-hundredths 
of a cent for each pound inspected. While this small cost is 
eventually paid by the consumers through their federal taxes, 
even then it means that for every 15 pounds of inspected meat 
the consumer buys he must pay about one cent to make sure of 
its wholesomeness and purity. 

All packing houses and slaughter houses that handle any 
meat which is to be shipped m interstate commerce are subject 
to this inspection, even though a good proportion of the meat 
they handle is sold within the state Only those with an ex- 
clusively local busmess are exempt from federal regulation, and 
even these are sometimes covered by local or state laws. About 
two-thirds of all the meat used in the United States is inspected 
by the federal government. 

THE GRADING OF MEAT BY THE FEDERAL GOVERNMENT 

The consumer must not confuse the mspection of meat with 
the gradmg of meat. Federal inspection, as described above, 
guarantees purity, but it does not give any other mdication of 
quality. Meat which is inspected and stamped may be lacking 
m flavor, or it may be very tough. It may be too fat or too lean. 
The consumer is assured only that it is wholesome. But the 
federal government does provide, through the Agricultural 
Marketing Service of the Department of Agriculture, a service 
by which federal officials grade meat products as to quality. 
This service is permissive, whereas the mspection for purity is 
compulsory. Meat companies who want government grading 
may request government officials to grade their meat and put 
the stamp mdicating the grade on all meat thus examined. 

When beef is graded by the Agncultural Marketmg Service, 
the very best cuts, coming only from young animals that have 
been fed those feeds which result in the best meat, are graded 
and labded u. s. prime beef. There is never much of this 
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highest quality beef on the market, since only a limited number 
of animals sold can furmsh meat which wiU conform to u. s. 
PRIME specifications. The next quality is u. s. choice, an exceh 
lent grade of beef. Grades of beef go on to u. s. good, u. s. fair, 
and u. s. common. The government will grade veal, lamb, and 
mutton as well as beef, and certain processed meats such' as 
sausage, bacon, and frankfurters. The grade labels are stamped 
on the meat with harmless purple ink, and the labels are so 
close together that they will show on all but the smallest cuts 
of meat. 

This grading service, while not compulsory for anyone, is 
available to all who ask for it and who will pay the small fee 
required. Packers, wholesalers, retailers, and others make use of 
government meat grades. Every year the purchase of meats by 
grades becomes more popular. Some cities, such as Seattle, re' 
quire government grading of all meat sold withm their areas. 
Some of the better restaurants even have notices on their menus 
reading “All our steaks are u. s. prime beef.” 

OTHER VOLUNTARY GRADING SERVICES OF THE FEDERAL 
GOVERNMENT 

There are many other products which government officials 
will grade, provided that those who handle those products re' 
quest such services. Butter is one of these. We have seen that 
butter must be at least 80 per cent milk fat It must be pure and 
free from adulteration if it is to comply with the Pure Food 
Law. These requirements are compulsory. In addition, butter 
may be graded as to quahty. When butter is graded, it is scored 
a certam number of points. That which scores 93 is best quality. 
AH butter which scores at least 92 is given a certificate of qual' 
ity. In 1938 nearly 18 per cent of all butter sold in the United 
States had been volimtarily graded by this method. 

Similarly, government officials have set up standards, in co' 
operation with producers and consumers, for fresh fruits and 
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vegetables, and for many varieties of canned fruits and veg' 
etables. This grading is likevrise voluntary, and must be paid 
for by those who request the gradmg service. If canned prod' 
ucts are graded m large quantities, the cost is about one cent 
for 10,000 cans. In this case, as with meat gradmg, the use of 
government grades wdl mcrease in proportion to the number 
of consumers who demand graded products. 

Before we can get a complete picture of government protec- 
tion of consumers we must consider the protection offered by 
state governments as well as that provided by the federal gov- 
ernment. Many products cannot be regulated by the federal 
government with any degree of effectiveness because they are 
produced and sold locally. Milk is one of the most important 
of these. Even state governments are usually not responsible 
for regulating the sale of fresh milk, that task is left m most 
cases to the cities themselves. But m this field the federal gov- 
ernment also offers assistance. The United States Public Health 
Service, in cooperation with the Bureau of Dairy Industry, 
has drawn up a standard milk ordinance containmg provisions 
to guarantee cleanliness and safety of fresh milk. This model 
ordmance was prepared by experts, and was recommended as 
a method by which city governments might offer adequate pro- 
tection to consumers of milk. By 1938 this ordinance had been 
passed and was being enforced in over 700 cities in the United 
States. 

STATE AND CITY GOVERNMENTS PROTECT CONSUMER INTERESTS 

In considering the ways by which state and city govern- 
ments protect consumer interests, we cannot go into much 
detail, partly because there are forty-eight different codes of 
state laws and thousands of cities with ordmances and regula- 
tions of them own, and partly because state governments regu- 
late so many more activities which mvolve the mterests of 
consumers than does the federal government. Our Constitution 
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provides that only certain powers and duties listed in the Cc®'' 
stitution Itself belong to the federal government, and that all 
other powers and duties are reserved to the states or to the 
people. Many things can be regulated by both federal and state 
governments. Others, especially those of local importance, 
are regulated primanly by states or by subdivisions of the 
states such as cities, villages, counties, and townships. 

A mere list of some of the kinds of regulations and laws 
enforced by state and local governments m the interest of con- 
sumers is surprisingly inclusive. Banks, insurance companies 
and stockbrokers are regulated in the mterest of the mvestmg 
pubhc. Laws limit the amount of interest which may be charged 
to those who borrow money. State boards of examiners are set 
up for members of various trades cind professions, including 
lawyers, doctors, dentists, nurses, barbers, beauty parlor oper- 
ators, and so on, to make sure that all mdividuals who are 
licensed to engage in those trades and professions have quali- 
fications necessary to safeguard the public. Electricians, eleva- 
tor-operators, and sometimes even piano-movers, must be li- 
censed. Building regulations, enforced by inspectors, provide 
certam standards of construction which must be maintained 
in all buildings. Laws provide rules and regulations for all 
forms of transportation. Street-cars and buses, as well as trucks, 
trailers, and even privately-owned automobiles and bicycles 
must have certain safety equipment. Streets must be kept clean 
and sanitary, weeds must be cut, and bathing beaches are regu- 
lated. 

Many of these laws, such as those providmg for regulation 
and inspection of banks and msurance companies, exist to pro- 
tect the pocketbooks of the public, but more of them are for 
the purpose of protectmg life and health. Hotels and restau- 
rants must secure hcenses, and are subject to inspection to see 
that all samtary requirements are met. Employees who handle 
food are often required to take periodic health exammations. 
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All states have food and drug acts, many of them similar to the 
federal law, m order that food and drugs not subject to inter' 
state commerce laws may be regulated. Several states have laws 
making the grading of certam kmds of food compulsory. The 
laws of some states give to consumers considerably more pro' 
tection than is found in laws of the federal government. 

Before the passage of the new federal Pure Food, Drug and 
Cosmetic Act, most states had laws which were patterned 
more or less after the old law of 1906. Attempts had been made 
to follow the federal law in order that state regulations would 
not cause confusion to both consumers and mcinufacturers. 
Smce the new law has gone mto effect, many states have ac- 
cordingly passed new laws. In others, new laws will probably 
be mtroduced and passed by state legislatures. It is important 
that all alert consumers should know the nature of the laws 
which are enforced in the states and dae localities m which they 
live, but an attempt to summari 2 :e the state and local laws and 
ordmances would take too much space to be included here, and 
would probably become out-of-date for many states within a 
short time. 

We may ask, however, why it is necessary to have so many 
different kinds of state and local laws. What are the advan- 
tages and disadvantages of havmg a variety of state laws? We 
have already noted that many products are locally produced 
and consumed, and those products could not be effectively 
regulated except by some local agency. Different communities 
have different consumer needs Furthermore, as we have seen 
earlier, the extent to which laws are passed to protect the con- 
sumer depends upon the extent to which the consumer him- 
self is suiHciently mformed to demand such protection. In 
some states with especially progressive laws the experience with 
those laws should prove valuable to other states Some exam- 
ples of such experiments are worth notmg. 

In 1935 the state of Maine passed a law to regulate cosmetics 
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sold in the state. All such cosmetics must be registered with 
the State Department of Health and Welfare, and must secure 
certificates of registration before they may be sold in Marne. 
The Department tests and analy2;es all preparations which are 
offered for registration, and may prohibit the sale of any that 
It regards as dangerous. During the first two and one-half years 
that this law was in effect, 45 cosmetic preparations were re- 
fused registration. Nineteen of these would have been given 
certificates if the manufacturers had been willing to print on 
their labels certain words of warnmg and caution. The manu- 
facturers of these 19 cosmetics refused to change their labels, 
preferrmg to leave the labels as they were, and to sell the prod- 
ucts in the other 47 states. Other manufacturers of 107 cos- 
metic preparations agreed to prepare labels with words of cau- 
tion to be used on those products which they sold in Marne. 
And the manufacturers of 42 preparations agreed to change the 
formulas used m their products to make them conform to the 
standards of health and safety set by the state of Marne. As 
far as these 42 products were concerned, consumers m other 
states as well as those in Marne benefited from the Marne law.^® 

One way m which the Marne cosmetic law differs from the 
federal law is worth notmg. Both contam provisions to pro- 
tect the pubHc against harmful cosmetics. But the federal law 
can be enforced only after products have been put on the 
market, while the Maine law provides that products must be 
analyzed and proved harmless before they can even be offered 
for sale. 

The law in Connecticut tries a different method. In that 
state, if any public health officer suspects that a food or drug 
product is adulterated, he may submit that product to the 
state food and drug enforcement agency for analysis. If tests 
show that the product has been adulterated, the officer who 

Consumers' Guide, Nov 7, 1938, p 9 
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submitted the sample is then made responsible for pubhshing 
the findmgs of the state chemist in a local paper by means of a 
paid advertisement — to be paid for by the person from whom 
the product was purchased. The guilty seller must also pay for 
the cost of the chemical analysis. If, on the other hand, the 
product is found to be legal, the local governmental body 
whose officer submitted the sample must pay for the cost of the 
tests made by the state agency.^® 

The state of North Dakota has a comprehensive law cover- 
mg foods, drugs, and many other commodities sold in that state. 
A state agency tests and analy2;es products sold, and publishes 
the results of its tests in a buUetm. Rather than have their goods 
pubhcly known as below standard, most manufacturers and 
distributors are careful to see that the products they offer for 
sale in North Dakota meet all legal standards set by state law 
and comply with claims made on their labels. In North Dakota 
aU flour, for example, must be labeled as to the kind of wheat 
used m its manufacture, the percentage of protem m the prod- 
uct, and other important facts Paints and varnishes must have 
labels showing what products they contam. Gasoline is tested 
and graded as either Class 1 or Class 2, and must meet specific 
state standards. Consumers m North Dakota can be more cer- 
tam of the quahty of many of their purchases than can their 
neighbors m near-by states. 

In 1935 the state of Oregon passed a law requiring that all 
butter sold should be graded as A, B, or C quahty. In an earlier 
chapter we considered the problem of gradmg products as to 
quality, and we saw that producers and manufacturers some- 
times oppose compulsory gradmg because they believe it might 
result m lower sales. In this respect the experience m Oregon 
is mterestmg. Durmg the first year m which the gradmg of but- 
ter was required, the average amount of butter eaten per person 

Consumers' Guide, Jan 2, 1939, p 9 
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m Oregon increased, and there was more Grade A butter pro' 
duced than in previous yearsd^ 

Many states pass laws which require standards of quality for 
some food products sold. Smce about half of the states have 
laws regarding the gradmg of eggs, that product may be taken 
as an illustration of the way gradmg as to quality may differ 
m various locahties. In 1936 the United States Department of 
Agriculture made public an analysis of laws relating to the 
grading of eggs in the Umted States. It was reported that 200 
egg laws had been passed by state and local governments duT' 
mg the previous 25 years. Of these laws about 10 per cent 
had been repealed, about 70 per cent had remained on the 
statute books but had not been enforced, and only 20 per cent 
were rigidly enforced. The value of these laws vanes greatly. 
In some cases too little money is appropriated to enforce the 
laws. In many cases the laws themselves fail to provide a clear 
distinction which the consumer can easily recognize between 
one grade and another. It is mterestmg to examine the table 
on page 215 to notice the many different terms which can be 
used to describe eggs of first, second, third, and fourth quality. 
Imagine the disappointment of a consumer who might have 
moved from North Dakota to Vermont and then hoped to buy 
first quality eggs by askmg for Grade “A.” 

In states where grading is compulsory for certain products, 
none of those products may be sold unless they have been 
graded. Where the gradmg is volvmtary, the government will 
grade products that are submitted for gradmg, but s imilar 
products may be sold without any grade labels. Usually the 
dealers who want to offer their customers products of assured 
quality will want their products graded, if their customers are 
likely to ask about the grades. But if consumers are unaware 
that they can secure graded products, or if they are indifferent, 
there is little incentive for the dealer to msist on graded prod' 
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ucts in those areas where grading is not required by law. If 
70 per cent of the laws which, up to 1936, had been passed 
relating to the quality of eggs which could be sold remained 
unenforced, the real fault lies with the consumer. If consumers 
demand the enforcement of such laws, and msist that enough 
money be appropriated to make that enforcement possible, the 
laws would not be forgotten. 

Frequently state governments, like the federal government, 
make provisions for voluntary labehng of many products. An 
interestmg example of this kmd of activity, which has been 
going on since 1925, is represented by the ?{ew England ^uap 
tty Label. The governors of each of the six New England states 
appomt a committee, called the J^ew England Council, which 
sets up standards for the gradmg and packing of many varie- 
ties of food products. Any producer in the New Higlaaid states 
who meets those standards in the goods he produces is entitled 
to use the quality label, to which is added the name of the 
state in which the goods are produced. Withm each state the 
Commissioner of Agriculture establishes grades at the request 
of the growers of agricultural products, calling them into meet- 
mgs to aid him in determmmg what the requirements for any 
particular grade should be in order to use the 7^ew England 
Quality Label In order to make sure that only products of 
good quahty should be entitled to use the label, the departments 
of agriculture withm each of the six states mamtain an inspec- 
tion service of tramed field men, who examme products which 
are labeled and graded to see that all the requirements are met. 
If any product fails to meet those requirements, the right to use 
the label is taken away.^® 

It is easy to see that there is a real advantage in havmg 48 
different states and thousands of local communities try differ- 
ent methods of protecting the consumer. Regulations which 

O'Brien, R , ^ Ward, M M , “'Present Guides for Household Buying,” 
United States Dept Agr Mtsc Pub No 193 
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meet with success can be adopted m other areas, and those 
which are not successful can be changed as a result of expe^ 
nence. Perhaps the greatest disadvantage arises from the un- 
certamty and confusion created by hundreds of different kinds 
of regulations. Legal differences are confusmg to both the con' 
sumer and the producer. Producers frequently try to get tO' 
gether to agree on the kinds of regulations which they beheve 
would be most satisfactory, and then try to get those regula' 
tions adopted by many state and local governments. 

Consumers should also take an interest m the formulation of 
such regulations. Standards of the construction of buildmgs, 
for example, are mtended as measures to msure good buildings, 
relatively safe from the chances of fire and other hazards. Such 
protection is necessary, not only for the protection of the mdi' 
vidual who owns the building or hves m the house, but also 
for the protection of owners of near-by property. Yet it is pos- 
sible to make regulations which necessitate a higher cost in 
buddmg without providing any needed safety features. It is 
true that such regulations as those involved m buildmg codes 
must be determmed by experts, because the average consumer 
has too little technical knowledge to be a good judge of what 
IS required. But an expert selected to represent consumers 
could help to msure that laws proposed and passed were really 
in their best mterests, m this field as well as in many others. 

THE INCREASING INTEREST OF GOVERNMENT IN CONSUMER 

WELFARE 

Within the past few years government action in the interest 
of the consumer has noticeably mcreased. This is only another 
way of saymg that the mterest of consumers m their own web 
fare has awakened to such an extent that they are takmg action 
through their government. As we have seen earlier, ever since 
our country has existed the people have required their gov' 
emment to safeguard some of their interests, such as the mam' 
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tenance of peace and order, protection against fire, protection 
from fraud, and the provision of an opportunity for educa' 
tion. Some basic needs for the preservation of health, such as 
the mamtenance of a pure water supply and the control of epi' 
demies, have long been a part of the duties of government. But 
in recent years government protection has advanced a good 
deal beyond that which was provided or even needed in the 
early years of our history. 

Various departments in our federal government have for a 
long time been concerned with the welfare of different groups 
of producers. The Department of Agnculture was charged 
with the duty of working m the interest of farmers, and the 
Department of Labor with that of wage earners. The Depart' 
ment of Commerce has devoted itself to the development of 
trade and industry. There is no Department of the Consumer, 
but there do exist at present newly'Created agencies mterested 
primarily m consumers. Some of these were mentioned earlier 
in this chapter. Another which should be mentioned is the Com 
sumers’ Counsel of the Bitummous Coal Commission. When 
the Bituminous Coal Act was passed m 1937 the bitummous 
coal mdustry was m very bad straits. The act was passed for 
the purpose of stabilizing the mdustry, promotmg commerce 
in and the use of bitiminous coal, and enablmg the mdustry to 
operate profitably. The commission created by the act was 
charged with, among other things, the setting of m i nimu m 
prices for coal. But although the primary aim of the act was 
concerned with the welfare of the coal mdustry, it was recog' 
nized that steps which might be taken in the mterest of the 
industry might work hardship on the consumers of the coal. 
Congress for the first time passed a law which, although pri' 
marily designed to protect an mdustry, created an agency to 
represent the mterests of consumers. Other agencies which help 
to protect consumers, such as the Public Health Service and 
the Food and Drug Administration, had been created by Con' 
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gress previously. Under the National Recovery Admimstra' 
tion consumer agencies were created by order of the Presi' 
dent. And, most recently, when the President established a 
national defense commission, one of the seven members was 
charged with the duty of safeguarding consumer mterests. The 
appointment of a representative of consumers on the National 
Defense Commission, and the establishment of agencies such 
as the Consumers’ Counsel of the Bitummous Coal Commis- 
sion are important because they indicate that we now recognize 
that consumers’ interests are of sufficient importance to receive 
special attention. 

HOW MUCH SHOULD CONSUMERS DO FOR THEMSELVES 
THROUGH THEIR GOVERNMENT'^ 

It IS because we live in a democracy, under a government 
whose policies are determined by the people themselves, that 
we can ask this question m this way. If we were hvmg in a 
totalitarian country, under a government whose policies were 
determmed by a dictator or a ruling class, we would have to 
ask instead, “How much should the government do for con' 
sumers?” But if we lived under a dictatorship, we ordinary 
consumers throughout the country would not need to consider 
the question at all, because we would have no part in deciding 
how it should be answered. 

It is, therefore, because we hve m a democracy that it is 
important for all of us to consider how much we should do 
through our government to achieve our interests as consumers. 
All of us in the United States have the right to take our part 
in deciding on the answer. And because it is our right to help 
in making the decision, it is our responsibihty to learn all that 
we can about the factors that must be considered if an mtelli- 
gent decision is to be reached. It is our duty to understand the 
issues which we, as a free people, are privileged to decide. 

We do not always agree on how much should be done 
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through agencies of government. Even when we do agree that a 
certain task should be a function of government, we do not 
always agree to just which one of our many governmental 
agencies that particular job should be entrusted. A good exam- 
ple of this occurred at the time of the passage of the food and 
drug legislation referred to earlier in this chapter, when some 
beheved that false and misleadmg advertismg of foods and 
drugs should be controEed by the Food and Drug Administra- 
tion, while others believed it should be placed m the hands of 
the Federal Trade Commission. 

An even more important problem arises when we consider 
whether a certain function should be performed by the local, 
state, or federal government. As each locality in the country 
becomes more and more dependent on all other parts of the 
country, this question becomes more pressmg, and the people 
want more uniformity in some governmental regulations. An 
illustration of this is seen m the development of speed laws and 
other traffic rules. To prevent the confusion which faces a 
motorist driving his car through many towns, each of which 
has a different speed limit, many states have passed uniform 
traffic laws which apply m aU parts of the state. And many 
people advocate the adoption of uniform traffic laws through- 
out all of the 48 states. 

We have seen that the food and drug regulations of states 
and cities vary considerably. Seattle requires all meat to be 
government graded, but federal government officials do the 
grading. Oregon demands quality grades on all butter sold in 
the state. Federal law sets up a mmimum standard for butter 
throughout the nation. Thus we have examples of three gov- 
ernmental bodies having regulations to protect the quality of 
food consumers buy. One of the great advantages in our kind 
of government is that it permits this kmd of variation. It is 
possible for people in one locahty to carry out regulations they 
want, even if people elsewhere might object. People in one 
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part of the country who are facing a particular question for 
decision are able to study methods used m other areas m order 
to determme which method they would like to try. 

In general, the American people seem to prefer to keep 
many of their problems in the hands of the governmental body 
nearest home. It is usually only when the mcreased complexity 
of our modem life makes it difficult or impossible for the local 
governmental agency to handle a certam task efficiently that we 
put that task in the hands of a governmental body that covers 
a larger territory. Country roads, originally built and main- 
tained by local townships, were found to be inadequate for 
mcreasing traffic. Machinery is needed to build the roads, to 
keep them m good condition, to clear them of snow in the win- 
ter. But some townships could not afford to buy all of the 
machmery needed. And so we have county roads and state 
highways. We even have highways built and maintained by 
money contributed jointly by state and federal governments. 

We have noted that the question as to how many of our 
interests as consumers we should meet through our govern- 
ment IS bemg answered in different ways m different locali- 
ties. In some cities consumers are provided with electric cur- 
rent from a plant owned by the city, and operated under the 
city government. In others they get their electricity from a 
plcint owned by a private corporation, but subject to certam 
governmental regulations. In some states all persons handlmg 
food in public restaurants must have health certificates to show 
that they have no commumcable diseases. In other states the 
proprietors of such restaurants are tmsted to protect their 
customers against such exposure to contagion. In most cities 
all milk sold must be pasteurized, but in many villages pas- 
teurization is not required. It is generally true that we do not 
ask our government to pass laws for our protection, or to pro- 
vide services such as a public water supply, subway transpor- 
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tation in cities, or electric power, unless we believe that such 
government action is necessary. 

We have already seen that as industrial civilization becomes 
more complex, as we become more dependent on products 
made by others and transported long distances, our needs and 
problems as consumers become more comphcated. When 
woolen yam was spun in the home and woven on a hand loom 
there was no need for a law requirmg labels which indicate 
the percentage of wool used. When apples were picked from a 
tree in the back yard, or bought from a neighbormg farmer, 
there was little need for laws regulatmg the amount of lead or 
arsenic spray which might be left on the apples. When our 
grandfathers drove along roads m horse-drawn vehicles, there 
was little need for wide concrete highways, or for laws requirmg 
aU vehicles on public roads at night to be equipped with red 
lights at the rear. * 

Each important invention, each advance in transportation, 
and the constantly increasmg development of mass production 
have brought about tremendous changes m our economic life. 
And all of these changes create new needs and new problems. 
In many cases we look to government action to help solve these 
problems. As our problems as consumers become more press- 
ing, and as we become aware of needs that we cannot meet, we 
frequently consider whether we can meet them best through 
government action. This question of expandmg the duties of 
government is one of the most important problems we have 
to solve today. 

Such decisions must be made after considering many factors 
and numerous different points of view. There is nearly com- 
plete agreement that government should provide certain serv- 
ices essential to the health and safety of the people, but we do 
not all agree on what those essential services are Probably no 
one would argue agamst government ownership and distribu- 
tion of a supply of pure water m a city, but many would oppose 
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the control, by a city government, of the supply and distribrn 
tion of milk. No one opposes the mamtenance of city streets 
by the government, but many oppose the operation by the city 
of transportation systems on those streets. Few argue against 
government transportation of letters and packages through the 
mails by means of the United States Postal System, but many 
would argue against the government transportation of freight 
and passengers on the railroads. 

Sometimes it is difficult to draw the hne between services 
and regulations which should be performed by the government 
and those which should be left to private mdustry. Many 
Americans beheve that government should perform only those 
functions which cannot possibly be done in any other way. 
They are afraid that an increase in government authority may 
result in an undue limitation of freedom and unnecessary or 
undesirable handicaps to private industry. Other Americans 
believe that government control and regulation is desirable, 
that government is more hkely to act m the mterest of all the 
people, and that there is no reason to fear increase m govern- 
ment authority in a democratic country where the people 
control the government. 

There is no simple answer to the problem of how much the 
government should do. People generally support government 
regulations which they believe to be of advantage to them- 
selves. Labor and farm organi2;ations support government regu- 
lations which are m their mterests. Busmess organizations sup- 
port those government regulations, such as tariffs and laws 
affecting cham stores, which work to their advantage. It is 
an essential part of our form of government that such groups 
should have the right to present their needs and work for 
government action to meet those needs. But frequently gov- 
ernment action m the interest of one or more groups is taken 
at the expense of the interests of the much larger group of 
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consumers who, because they are not aware of the importance 
of the action, fail to work together to make their interests 
known to the government. As soon as consumers realise the 
importance of their needs, they work for government action 
which they beheve to be in their best interests. 

The question as to how much consumers should do for them' 
selves through their government may be answered m different 
ways. The way in wluch it is answered will depend on a num' 
ber of factors. It will depend on the effectiveness with which 
private industry meets the needs of consumers in supplying 
them with the goods and services they want, of good quahty 
and honest value, at prices which they can afford to pay. It 
will depend upon the efficiency with whic^i, governmental agem 
cies can supply services which have been delegated to them, 
and to what extent laws enacted to benefit dCmsumers are suc- 
cessful in achieving that purpose. It will depend on the extent 
to which consumers can supply their own needs through co- 
operative organizations. And, most important, it will depend 
on the decisions made by consumers themselves, and the sound- 
ness of those decisions will depend on the extent to which 
consumers understand their problems and the alternate methods 
which may be used in their solution; 

««««««« »»»»»»» 

SUGGESTED ACTIVITIES 

1. Find out what services are performed and what regulations 
are enforced by your local and state governments in the mter- 
ests of consumers. How do these compare with consumer serv- 
ices of other local and state governments'? Class committees 
may each investigate some particular kind of activity, such as 
health services, quarantine regulations, pure food and drug 
regulations, sanitation, fire and pohce protection, buildmg 
standards, street mamtenance, parks, inspection of weights and 
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measures, library services, and so on. Make a large chart or 
bulletin board display of these governmental services. 

2. Investigate your own community to find out- (a) whether 
only government inspected meats are sold, (b) whether there is 
a local milk ordmance, (c) where government graded meats 
are sold, (d) what license and inspection is necessary for oper^ 
ation of a restaurant, (e) what regulations must be followed 
by barber shops. 

3. Using similar methods, and referring to such aids as the 
U. S. Government Manual, Digest of the Purposes of Federal 
Agencies, and Consumer Services of Government Agencies 
(see references, pages 316 to 328), indicate the most impor- 
tant consumer services of the federal government. Write to 
those federal agencies mentioned in this chapter for informa- 
tion and material to exhibit. 

4. Invite a government official to tell you about some phase 
of government protection of consumer mterests. If possible, 
visit some government activity, such as the gradmg or mspec- 
tion of meat or other agricultural products, or a rural electri- 
fication project. 

5. Compare government services to consumers m the United 
States with those carried on by the government of some other 
country. 

6. Write and perform a playlet or dialogue showing the num- 
ber of government services which you encounter m everyday 
life. 

7. Arrange a display of pictures, or draw a cartoon, illustrat- 
ing some of the problems or services discussed in this chapter. 
8 Find out what legislation that will affect your interests as 
a consumer is now under consideration m your local village or 
city government, in your state legislature, in Congress Read 
newspapers and magazimes to find out whether such legisla- 
tion will be to your advantage, what groups are supporting and 
opposmg It, and what you can do to protect your own interests. 
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9. Read a current article in favor of an expansion of govern- 
ment services to consumers, and another favormg the restric- 
tion of such government activities. List the main arguments on 
both sides. Fmd out all you can about the authors of the arti- 
cles. Express your own opmion about the arguments given, 
and give the reasons for your opmion. 
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CHAPTER XI 

CONSUMERS COOPERATE TO ACHIEVE 
THEIR INTERESTS 


O ne method by which consumers are attempting to satisfy 
their needs has received constantly increasing attention 
in recent years. That method is called consumer cooperation. 
Through that method, consumers have set up business enter' 
prises, called cooperatives, which they own and control them' 
selves, and through which they buy the goods and services they 
want. Thousands of consumer cooperatives throughout the 
United States now furnish everyday needs to their members, 
and over two'thirds of these cooperatives have been organised 
within the past twenty years.^ Before we examme the activi' 
ties of these organizations, it is mterestmg to consider why 
so many of them have arisen, and why more and more people 
are becommg mterested in the cooperative method. 

Cooperatives arise for the same reason that all other social 
or economic organizations develop, as an attempt to meet a 
need or solve a problem that has become so pressmg that some' 
thmg must be done about it The needs which have given rise 
to the development of cooperatives are those which we have 
discussed in previous chapters — ^the very urgent needs of the 
great majority of the people for more and better consumer 
goods and services than they are now able to secure. Here 
in the United States we have a higher -standard of livmg than 

^Parker, Florence E, Consumers* Cooperation in the United States, 1936, 
Department of Labor, Bulletin No 659, Government Printing Office, Wash' 
ington, 1939, p. 31 
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that enjoyed by any other group of people of comparable sizie 
m the world, yet we know that there are only a very few 
Amencams who can afford all the goods and services they need 
and want. Here in the United States we also have the people 
and the resources to produce enough goods and services to 
supply a far greater proportion of our needs than we now 
provide; and consequently we have every reason to believe that 
we can solve the problem of providing ourselves with the higher 
standard of livmg that we all desire. Moreover, here m the 
Umted States we are free to try several methods of reaching 
that higher standard. Many consumers depend on the cus' 
tomary forms of private business enterprise to lead the way. 
Others believe that they should supply and protect their in' 
terests as consumers through their government Still others are 
organizing their own cooperatives through which to work 
toward the same end. One of these three methods need not ex' 
elude the others, and there are many people who believe that 
each of these methods has something important to contribute 
to our economic progress, and that they can work successfully 
side by side. 


THE STORY OF ROCHDALE 

In England m the decade between 1840 and 1850, times 
were so hard that the period has been described as the “hungry 
forties.” The industrial areas were suffering a bitter depres' 
sion. The city of Rochdale, m the heart of the Lancashire 
cotton mill area, was hard hit. Wages were low for the men, 
women, and children who worked for as long as fourteen 
hours a day at the task of weaving flannel. According to a 
Parhamentary report, there were m Rochdale in 1841 fifteen 
hundred people hving on 45 cents a week. • 

A group of weavers m the Rochdale mills decided to ask for 
an increase m wages. They even tried to strike for hi gher 
wages. But they gained nothmg in this manner. Most of the 
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weavers gave up hope for a better lot, but a few of them 
decided that they would try to organise a store to sell them' 
selves the supplies they needed. If they could not get higher 
mcomes they might lower the cost of necessities, and thus make 
their incomes go farther. 

There were 28 people m Rochdale who got together in the 
winter of 1843 to work out some method of improvmg their 
conditions. Several of them were flannel'weavers, but there were 
also among them an engineer, a prmter, a tailor, a shoemaker, 
and other workers. Most of them had studied, watched, or 
taken part in some of the other methods that English workers 
had been attemptmg in an effort to remedy the harsh results 
of the shift to the machme age and the factory system. Some 
were Chartists, working for the “People’s Charter” which 
would give all men the right to vote for members of ParUa- 
ment. Some were followers of Robert Owen, the humanitarian 
factory ovmer who saw the growing evils that were accompany' 
mg the factory system; and who was trymg, without much 
success, to remedy those evils by establishing factories owned 
by the workers. Some of them had watched the development 
of little cooperative stores, called Umon Shops, which had 
been encouraged by Dr. WiUiam Kmg, a London physician. 
They studied reasons for failures of earlier attempts at reform, 
and were determined to work out a method of operation 
which would prevent the possibility of a repetition of any of 
these mistakes. 

The Rochdale workers called their organization the “Equita' 
ble Society of Rochdale Pioneers.” Their ultimate aims were 
almost pathetically ambitious, and mcluded improvement of 
the social and economic life of the whole nation. But their 
far'reachmg dream of a better world did not detract from their 
immediate purpose of establishmg a store of their own through 
which they might obtain the bare necessities of everyday life. 
It takes capital to start a store, but they had no money. Their 
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earnings were pitifully small, but they each agreed to save a 
few cents a week until they might accumulate enough to 
start operations. A collector was appointed to make weekly 
rounds and to take care of the money. After nearly a year of 
savmg and collecting, about $140.00 had been raised, and it 
was decided to go ahead. Much of their small capital was 
needed to rent the basement of an old warehouse on Toad 
Lane. They mvested $70.00 m the supplies which were most 
needed, small stocks of sugar, oatmeal, flour, butter, and candles. 
With this beginnmg they opened for business one night just 
before Christmas, in 1844. TTney could not afford to hire em- 
ployees for the first few months, so they began by havmg the 
store open for busmess only on certam evenmgs each week, 
and members volunteered their services. But the prmciples on 
which the store was operated were so sound that by the end 
of the first year the membership had grown to 80, the capital 
had mcreased to $900.00, and a savmg of $160 00 had been 
made on the total year’s business of $3,500. What is more im' 
portant is the fact that the success was permanent When the 
Rochdale Pioneers celebrated their golden jubilee in 1894, 
after fifty years of operation, this business enterprise, which 
had been started with a capital of $140.00 saved by 28 people 
over a period of a year, had a membership of 12,000 famihes, 
and was domg a volume of busmess of 1^ miUion dollars a 
year. It is because the methods followed by the Rochdale 
Pioneers have been so successful, and so essential to the success 
of consumer cooperatives, that the prmciples which were formu- 
lated at Rochdale nearly a hundred years ago are now fol- 
lowed by cooperative organizations in both England and the 
United States, and in all other parts of the world where con- 
sumers are free to ovm and operate their own organizations. 

THE ROCHDALE PRINCIPLES OP CONSUMER COOPERATION 

One principle to which the Rochdale Pioneers were devoted 
was tiiat of democracy. During the first half of the nmeteenth 
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century there was much agitation in Great Britam for reform 
m the election laws, to enable all Englishmen to vote, but in 
1844 there were large classes m England who had no voice in 
the election of members of Parliament. The founders of the 
Rochdale Society believed that democracy should be extended, 
not only m government, but also in the control of business. 
Therefore one of the basic rules of their organization was that 
membership should be open to all who wished to join, and 
that each member should have one vote. With respect to the 
principle of democracy, the Rochdale Pioneers were many 
years ahead of the democratic governments m the world, since 
they opened their membership and gave equal voting privileges 
to women, at a time when women’s suffrage was seldom heard 
of as an issue in politics. 

Closely allied with the maintenance of the principle of 
democracy in a cooperative organization is the method of rais' 
ing money with which to do business. Money is raised by the 
sale of shares, one or more to each member. But if member- 
ship IS really to be open to all, m fact as well as in theory, 
those who are unable to pay a large sum of money for a share 
must not be excluded. Therefore shares must be priced low 
enough to be within the reach of all who want them. The shares 
of the Rochdale Society were $5.00 each. It was even possible 
for a member to buy a share by making a small down payment, 
and paymg for the remainder by small deposits in many mstall- 
ments, or by applying the dividends he would receive from the 
Society as payments on his share Those members who could 
afford to buy more than one share often did so, but no matter 
how many shares one member might own, he could have only 
one vote. 

Members were paid interest on their shares. This interest 
was fixed at a fair rate, and no matter how successful the store 
was, no matter how much “profit” was made, the rate of m- 
terest remamed the same. This was a new prmciple, and one 
that IS very important in the success of cooperatives In an 
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ordinary corporation, profits are divided among the sharehold' 
ers and are paid to them as dividends. If busmess is poor, 
there may be no dividends on shares of stock, or the dividends 
may be small. If busmess is good, the dividends may be ex' 
tremely high. But the Rochdale Pioneers decided agamst this 
method of distributmg the earrungs of their store. They be- 
lieved that capital was entitled to a fair rate of mterest, and 
no more. Their store was organi2;ed by consumers to be oper- 
ated in the interests of the consumers. The surplus mcome that 
was left after the fixed rate of interest had been paid on shares, 
and after expenses of operation had been paid, had been made 
possible by the consumers who bought their supplies from the 
store. Since they were the ones who had made this “profit” 
possible, the Rochdale Society decided that the only fair thing 
would be to return it to the consumers. Moreover, each con- 
sumer should have his proper share of this surplus If the Smith 
family had bought twice as much from the store as had the 
Jones family, then the Smiths had done twice as much as the 
Jones’ had done to make this surplus possible. Therefore the 
Smiths should receive twice as much when the surplus is re- 
turned to the members. The payment thus made by coopera- 
tives to each of their members is usually called a “patronage 
dividend” or a “patronage refund.” This principle of return- 
ing the surplus to consumer-members m the form of patronage 
dividends, m proportion to the amount of business done with 
the cooperative, is one of the most important contributions 
made by the Rochdale Society to the development of con- 
sumer cooperation. As a result of this prmciple, all members 
are mterested m patronuiing the cooperative as much as possi- 
ble, for they know that the more they buy, the more they will 
get in return. They know that whatever profits are made 
possible by their own purchases wiU be returned to them, rather 
than to someone who may have invested a great deal of money 
in the store. At the same time those who invest money by 
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purchasing shares know that they will get a fair rate of interest 
on their money, but they cannot speculate on the possibility 
of gettmg returns any greater than the fixed interest rate. 

There are other principles and methods which were practiced 
by the Rochdale Society that have been followed by most com 
sumer cooperative organizations. Through their store Rochdale 
cooperators sold themselves products of good quality and hon- 
est value. The standards of quahty and honesty set up in Roch- 
dale in 1844 were much less common then than they are now. 
Yet even today m the United States, as we shall see later, a 
major reason given by many people for buymg at cooperative 
stores IS the quality of the goods which they offer. Smce con- 
sumers own and operate the stores, there is no reason for them 
to fool themselves into buymg goods of low quality or poor 
value. 

The Rochdale Pioneers beheved in selling for cash only, thus 
keeping their members out of debt, and avoiding the extra ex- 
pense caused by overdue accounts. They believed in sellmg their 
goods at market prices, rather than trymg to sell them at prices 
lower than those charged by their competitors They had seen 
that some of the earlier cooperative stores had failed because 
they had started to sell at lower prices, and had foimd that 
their older and stronger competitors could under-sell them and 
wm out m a price war. Therefore they avoided this difficulty 
by chargmg market prices, knowmg that their members would 
receive the difference in the end in the form of patronage 
dividends. 

The Rochdale Pioneers realized that if consumers were to 
help themselves, if they were to take part in controUmg a busi- 
ness enterprise, and if they were to convmce others of the 
advantages of cooperation, they would have to do it wisely and 
intelligently. Therefore they decided that before the net profits 
were divided up to be returned to the members, a certain 
amount should be set aside for the purpose of education. They 
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also held back a certain amount for a reserve with which to 
meet hard times and emergencies, and with which to expeind 
their busmess when conditions made such expansion desirable. 
They beheved that each local cooperative should unite with 
other cooperatives into larger federations, m order that together 
they might have the strength and resources to do more for them' 
selves than each could do actmg separately. 

Another interestmg and important prmciple emphasized by 
the Rochdale Society was neutrality in politics and rehgion 
The men who organized this early cooperative had studied other 
attempts to develop better economic conditions. Many of these 
had failed because of their connection with politics, for if the 
political movement were defeated, the cooperatives connected 
with that movement would usually collapse with it. Others 
were limited in them progress because they sought members 
only among believers in a certain religious faith. The Rochdale 
Pioneers recognized that we are all consumers, regardless of our 
religious faiths and our political opinions. Our interests in 
securing for ourselves a higher standard of living, at a cost we 
can afford to pay, are the same as those of all other consumers. 
Therefore they mamtamed that as consumers we should work 
together through cooperative organizations without regard to 
any differences in pohtics or in religion. 

WHAT IS consumers’ COOPERATION? 

Consumers’ cooperation is a form of business enterprise 
organized for the purpose of supplying the needs of consumers 
and operated accordmg to certain fairly well accepted rules 
based on the Rochdale Prmciples. A consumers’ cooperative 
belongs to the consumers who use its services It is controlled 
democratically by its members, each of whom has only one 
vote. It distributes its surplus mcome to each of those mem' 
bers in proportion to the extent to wbch that member has 
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made use of its services. It is usually mcorporated under the 
cooperative law of the state in which it is located. 

To get a clear understanding of just what a cooperative is 
and how it operates, it is important to know the difference be- 
tween cooperatives and the more usual form of busmess cor- 
porations. The modem corporation has had a long history. It 
developed from the joint stock companies which grew up at 
the time of the revolution in commerce which took place dur- 
mg the fifteenth century. Corporations were developed to meet 
the need for some form of business organisation which would 
enable many people to mvest money in an enterprise which is 
too big to be financed and carried out by one person. 

Most of our modern business enterprises today are carried 
on by corporations. Corporations sell shares of stock just as 
cooperatives do, m order that many mdividuals may contribute 
the capital necessary to carry on the busmess. The person who 
owns a share m an ordinary corporation is usually called a 
stockholder, and he is really a part owner of the corporation, 
just as the member who owns a share m a cooperative is a part 
owner of the cooperative. But there are some very important 
differences between owning a share of stock in an ordinary cor- 
poration and ownmg one m a cooperative. 

Let us first consider the matter of democratic control, so 
important m a cooperative. We remember that membership in 
a cooperative is open to all who care to jom and to buy a share. 
Many corporations are likewise open, and will sell shares to 
anyone, although many others have a limited number of shares 
and do not have open membership. But the real essential of 
democratic control is the principle of one vote for each member. 
That prmciple is not carried out in an ordinary corporation; 
instead, there is one vote for each share of stock. A man own- 
ing 100 shares has 100 votes, a man ownmg 1,000 shares has 
1,000 votes, while a man owning one share has one vote. If 
the corporation should have 100 shares m all, and if 51 shares 
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were owned by one man and 49 other men owned one share 
each, the man who owned the 5 1 shares could control the cor' 
poration entirely agamst the wishes of the other 49. This 
method of voting accordmg to the number of shares owned is 
based on the idea that the man with the most money invested 
should have the most to say about the business. It is easy to 
see how this idea of voting according to shares was developed, 
but It IS not the democratic way of voting Brown may own a 
himdred houses in a city, and Smith may own only one, yet 
Brown and Smith each have only one vote m the election of a 
mayor of that city. In our political democracy votmg is not 
based on wealth or on property, but on the right of each m- 
dividual to have a vote equal to that of each other individual. 

With the method of votmg followed by ordmary corpora- 
tions. It IS possible for one man or a very small group of men 
to control a corporation havmg thousands of stockholders, if 
the man or the small group have 51 per cent of the stock. But 
m many large corporations a much smaller percentage is suffi- 
cient to give control of the organisation to a little group or a 
smgle person, because of the system of proxy votmg. Many 
of the largest corporations have their stockholders scattered all 
over the United States. It is impossible for any large proportion 
of them to attend the annual meetmg, at which pohcies are de- 
cided upon and a Board of Directors elected. And so a stock- 
holder who owns 10 per cent of the shares may secure proxies 
for 41 per cent more, and thus may cast the votes for 51 per 
cent of the total. To prevent this possibility, cooperatives pro- 
hibit votmg by proxy. 

Aside from democratic control, the other way m which co- 
operatives differ from ordmary corporations is m the method 
of distributmg surplus eammgs or profits, as we have already 
noted. Shareholders m a cooperative get a fixed rate of mterest 
on the money which they have invested m shares. That rate 
may be determmed by the members of the cooperative, but most 
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states have laws which limit the amount of interest which may 
be paid to 6 or 8 per cent But smce ordinary corporations do 
not as a rule pay any returns to those who use their services, 
all of the net profit, except that set aside for surplus or reserves, 
may be divided up and distributed as dividends to the stock- 
holders. In many cases these dividends are much greater than 
6, 8, or even 10 per cent of the investment. 

Those who believe in the cooperative method of distributing 
earnings believe that their method is more just than that used 
by other corporations, because mvested capital is paid a fair 
rate and any surplus is paid to those who made that surplus 
possible. But others argue that the method of paymg all of the 
profit to the mvestors has its advantages too, and they point 
out that the possibility of getting very high dividends is often 
necessary to persuade people to invest money in an enterprise 
which is not certain to succeed Suppose, they say, you want 
people to invest money in a corporation which mtends to drill 
for oil. You cannot promise that oil will be found, but you can 
promise that if a good od well is drilled, the profits on the 
mvestment will be great. People would probably not be willmg 
to mvest money m such an uncertain venture, taking a chance 
on losmg It all, for a return of 5 per cent; whereas they might 
willingly take that same chance m the hope that if the venture 
did succeed they could double their mvestment. 

The real difference between cooperative enterprise and other 
business enterprise lies in the purposes for which each is operat- 
ing. The purpose of all busmess is to benefit the owners. In an 
ordmary busmess corporation the owners are the stockholders 
who have mvested money They are mterested in the busmess 
because they are mvestors m it. To benefit its owners, that 
busmess must pay a good return on the mvestment. In a coop- 
erative the owners are likewise stockholders who have invested 
money, but they are also consumers who use the services pro- 
vided by the cooperative. Their interest m the business is not 
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primarily that of investors, because they have ordinarily in' 
vested only small sums, and those sums brmg in a fixed rate of 
interest. Their mterest is primarily that of consumers. There' 
fore, m order for a cooperative to benefit its owners, it must 
benefit all of the consumers who use the goods or services it 
provides. 

EARLY DEVELOPMENT OF COOPERATIVES IN THE 
UNITED STATES 

We are chiefly mterested in the development of cooperatives 
in our own country. We have considered the story of the de' 
velopment of the cooperative society in Rochdale, England, 
because that story shows so well the development of prmciples 
that are followed by consumers’ cooperatives in America. 
American experience has shown that those principles are sound, 
and that cooperative organiziations which follow those prin' 
ciples are most likely to succeed. 

By a strange coincidence, a cooperative store was organised 
in Boston, by a group of tailors, m the same year (1844) that 
the Rochdale Society opened for busmess. The Boston orgamza' 
tion grew rapidly, and within seven years had organized, 
throughout New England and near'by states, over 400 divisions 
which were bound together in the Workingmen’s Protective 
Union. They reached the peak of their development m the 
1850’s, when there was disagreement within the movement 
which resulted in the division mto two separate groups. By the 
time of the Civil War both groups had disappeared. The coop' 
eratives of the Workingmen’s Protective Union failed to be' 
come a permanent growth partly because of disagreement m 
their own ranks, partly because of the economic and social con' 
ditions of the time m which they developed, and partly because 
of their own methods of operation. They did not follow the 
principle of paying patronage refunds to consumers. Instead 
they sold goods lower than the market price, at prices as near 
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cost as it was possible to figure. The only dividends received 
by members were those based on investments in shares. In only 
one important respect had they followed the Rochdale Prin' 
ciples, m that each member had only one vote in the control of 
the organisation. 

Just after the Civil War, farmers in the United States formed 
an organisation for the purpose of improving them social and 
educational opportunities. This organisation was the Patrons 
of Husbandry, more often called the Grange. Before long the 
members of the Grange expanded their interests to mclude steps 
to improve the economic conditions of the farmers. Am ong the 
steps taken was the organisation of cooperative stores to handle 
products needed on the farm and m the home. In 1875, at a 
national meeting of the Grange in Louisville, Kentucky, a com-- 
mittee which had spent several months studying methods to 
recommend to the Grange cooperatives, advocated the practice 
of those same principles of cooperation which had been deveh 
oped by the consumers’ cooperatives m England. Hundreds of 
cooperative stores were organised by local Granges. Some fol- 
lowed all of the recognised cooperative principles. Others were 
organised in states where laws did not permit the prmciple of 
one vote per member, or the prinaple of retummg surplus in- 
come to members m proportion to their patronage Many of 
them failed after some years of success. On the other hand, in 
the state of Texas the Grange cooperative stores made such 
remarkable progress that competing busmess organisations got 
together and secured the passage of laws which prevented the 
formation of any more cooperative stores m that state until 
recent years. In many cases, in areas where the Grange move- 
ment became less important, the Grange stores disappeared, or 
were transformed mto ordinary retail stores. But the Grange is 
still an important farm organisation in some parts of the United 
States, and scattered throughout the country there are stiU m 
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existence cooperative stores started by the Grange more than 
sixty years ago. 

The Workmgmen’s Protective Union and the Grange co' 
operatives illustrate two attempts to develop cooperative en- 
terprise in the United States during the nineteenth century. 
There were many others. Some were genuine, while others 
were attempts of promoters to take advantage of people by 
persuadmg them to mvest in organhiations which were co- 
operative in name only, and were really designed to benefit the 
promoters. Although such organiziations were never real co- 
operatives, the fact that they used the term served to prejudice 
many people against genume cooperative associations. Other 
organizations which were actually cooperative, but which failed 
because of bad management or strong competition, left a record 
unfavorable to the development of future cooperatives on a 
sounder basis. As a whole, except for the Grange cooperatives 
which are still domg busmess, the development of cooperatives 
stores on a permanent basis in the United States did not make 
notable progress until recently. It is only within the past fifteen 
or twenty years that consumers generally have felt a great 
enough need for such organizations to cause a considerable m- 
crease in their numbers. 

Retail stores, however, constitute only one form of con- 
sumers’ cooperative enterprise. Another form of cooperation, 
in a field in which the need was greater, and m which condi- 
tions were more favorable, has been going on m the United 
States for about 120 years. This form of cooperation was de- 
veloped by farmers throughout the country, and arose out of 
their needs for some kind of protection against the destruction 
of their buildmgs and other property by fire. In 1820 the 
danger of fire, and of losses which resulted, was very serious 
to most farmers. They had practically no way of fightmg fires * 
once they got started. Ordmary commercial foe insurance had 5 
not developed widely, and farm property was considered to be 
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such a poor nsk that rates charged for rural insurance by the 
fire insurance companies were too high for most farmers to 
pay. Under these conditions farmers faced a real need for some 
kmd of protection against riskmg a total loss of their property 
by fire. And so they orgamzied little fire msurance companies 
of their own, through which they sold fire msurance poliaes 
to themselves. Sometimes these fire msurance companies cov- 
ered the area of a township, sometimes they mcluded a whole 
county. They were not called cooperatives, partly because that 
term had not become well known, and partly because laws 
did not permit msurance companies to mcorporate and do 
busmess under the ncime “cooperative.” They were generally 
called farmers’ mutual msurance companies, or township mu- 
tual msurcmce companies, because there were laws permitting 
the organi2;ation of “mutual” msurance companies, and be- 
cause mutual companies can follow the democratic prmciples 
which we have seen are necessary to the operation of co- 
operatives. And most of the farmers’ mutual msurance com- 
panies have followed the prmciples of cooperative management 
and democratic control to this day. 

A little later in this chapter, under the discussion of co- 
operative msurance, we shall see how these insurance com- 
panies perform an important service for their members, at a 
cost far less than that service is provided in any other way. 
We have mentioned their organisation here as an illustration 
of one form of cooperative organisation which originated m 
the United States in the early period of our national hfe, and 
which has continued to have a successful history up to the 
present time. 

The development of consumers’ cooperation throughout the 
country is bemg greatly assisted by a national organisation 
of cooperatives called the Cooperative League of the U.S.A. 
We shall see m the next few pages how cooperative organisa- 
tions unite with each other to form cooperative wholesales to 
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carry out their business activities more effectively. In the Co' 
operative League they have federated into another organisation, 
not for the purpose of engaging m commercial activities, but 
in order to educate both members and the general public in 
the methods and accomphshments of consumers’ cooperation. 
When the Cooperative League was founded m 1915, there 
were comparatively few cooperatives in the United States. The 
organisation of the League and its operation during its early 
years, were largely due to the efforts and the financial assistance 
of Dr. J. P. Warbasse, who has been its president during its 
entire history. As soon as its membership became large enough, 
the League became self-supporting. 

The Cooperative League now has a membership of about 
twenty regional cooperative wholesales and five district leagues. 
It has offices in New York and Chicago, and maintains m 
Washington a legislative representative who is concerned with 
activities of government which may affect cooperatives. It 
sponsors an auditing bureau, a medical bureau, a design service, 
and a school for the purpose of training cooperative leaders. 
It publishes a monthly magaziine, numerous pamphlets, and 
some books. Its aim is to promote sound development of con- 
sumers’ cooperatives by means of publicity, expert assistance, 
and education. Its existence and its work indicate the im- 
portance which cooperative organisations attach to the educa- 
tion of their leaders, their members, and the public. 

Even with their rapid growth in recent years, only a small 
proportion of the business in the Umted States is done through 
cooperatives. Cooperative retail organisations today handle be- 
tween one and two per cent of the total retail busmess. The 
question might be raised as to why a form of busmess organisa- 
tion, which IS so small m comparison to other forms, is im- 
portant enough to receive special attention. 

There are several facts to be noted in answermg that ques- 
tion. In the first place, although the total volume of busmess 
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earned on cooperatively may be small, it has mcreased faster 
during the past few years than have other forms of busmess. 
In the second place, some kinds of cooperative enterprise m 
some areas of the country now do a much larger proportion 
of busmess than is mdicated by the one or two per cent men- 
tioned. Nearly half of the farmers m this country carry fire 
insurance in their own mutual insurance companies. And m 
two middle western states, Minnesota and North Dakota, the 
volume of petroleum products handled by cooperative organi- 
sations IS second only to that of the Standard Oil Company. 
And finally, cooperatives are receiving special attention because 
of the increasing mterest of consumers in solvmg their own 
problems, and the recognition that consumers’ cooperatives 
may offer a democratic method of helping in their solution. 

AMERICAN FARMERS BUILD CONSUMERS’ COOPERATIVES 

On one hot July day in 1936, beside a lake m a small town 
in western Minnesota, there was a big celebration. Leaders of 
cooperative organisations from all over the United States were 
there. News reel movies were taken. Representatives of the 
largest news magasme in the country attended to report what 
was gomg on. The occasion for this gathering was a celebra- 
tion of the fifteenth anniversary of the estabhshment of the 
first cooperative oil association m the United States. During 
the fifteen years which had elapsed smee the farmers around 
Cottonwood, Mmnesota, had organised their cooperative, hun- 
dreds of groups of farmers had followed their example. They 
had not only organised little local cooperative associations, 
but they had federated these small organisations into large 
wholesale cooperatives which were owned by the local groups. 
They had in those fifteen years grown until their business 
amounted to millions of dollars a year. And durmg those years 
the members of these cooperatives had saved themselves hun- 
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dreds of thousands of dollars m the cost of their purchases 
of gasohne and other petroleum products. 

In the early 1920’s, although most of the country was en- 
joymg a period of prosperity, farmers m the Middle West 
were having a hard time. Durmg the World War of 1914-18 
they had expanded as much as they could. The demand for 
food had been much greater than usual, prices had gone up, 
and farmers had put all of their land mto cultivation. Because 
labor had been scarce at a time when increased farm labor was 
needed, farmers had invested in labor-saving machinery, so 
that the power from gasoline engines could replace that of 
horse-drawn machmes and that of manual labor. Most farmers 
had found it necessary to borrow money in order to meet the 
demands for an increased production of food for the needs 
of a nation and a world at war. When the war ended, the de- 
mand for food was greatly decreased, ^d prices which farmers 
received for their products went down rapidly. It became 
very difficult for farmers to sell enough at these lower prices 
to make payments on the money they had borrowed when 
prices were high. It was necessary for them to economizie in 
every possible way m order to stretch their small mcomes far 
enough to buy the goods they needed in the home and on 
the farm. 

The cost of gasohne was an important part of the farmer’s 
expenses. He needed gasoline not only to run his car for the 
personal use of himself and his family, but he also needed 
larger quantities to transport farm products to town, to run 
his tractor and his milking machine, and often to pump water 
from his well. To the farmer the price of gasoline was an im- 
portant item, and it had not been reduced m the way that the 
prices on com and wheat and milk had been lowered. But 
farmers had no more to say about the price of gasoline than 
they had to say about the prices which they received for 
wheat. 
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The farmers of Cottonwood decided to do something about 
it. They had already had some experience with the organi2;a' 
tion of cooperatives. For many years they had belonged to 
cooperative marketing associations. Through their marketing 
cooperatives they had stored their gram m cooperative eleva' 
tors, and had shipped their livestock to the markets. They 
had even begun to buy products they needed, such as feed, 
seed, and fertilizer, through these cooperatives, and they knew 
that they had often been able to save money m the purchase 
of these products cooperatively. It was natural that they should 
investigate the possibility of orgamzmg a cooperative through 
which to buy their gasolme. 

In 1921 they formed a cooperative oil association and im 
corporated under the state law. Each farmer member bought 
a ten'dollar share, and each had one vote. They elected a 
board of directors from among their members They brought 
their gasolme in tank-car quantities, and hired a manager and a 
truck driver to dehver the gasolme to then farms. They charged 
the market price for the gasolme, and at the end of the year 
they returned the surplus income to themselves in proportion 
to the amount of gasoline that each farmer had bought. They 
found that they had been able to make a considerable saving 
in the cost of their purchases. 

During the next few years dozens of these cooperative oil 
associations were organized m the surroundmg area. They 
built service stations and bulk tanks m which to store gasohne. 
Some of them had to face the opposition of branches of large 
and powerful oil companies located in the towns in which the 
new cooperatives were organized. These large oil companies 
have had a history of bemg able to “squeeze out” small in- 
dependent competitors, and they tried them favorite weapon 
of price wars on the new and struggling cooperatives. But re- 
sults were not what they expected. In one case a major oil 
company cut prices until it was sellmg gasolme at a price lower 
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than cost. It was losing money on each gallon sold, but the 
company was makmg enough on gasolme sold elsewhere to be 
able to aflFord to lose on its sales m one town. The new co' 
operative, it beheved, would not be able to. continue to sell 
gasohne for very long at a price below cost. 

The cooperative called a meetmg of all its members. The 
manager and the members of the board of directors reminded 
the farmers of the reason for which they had bought their 
shares and had organizied the cooperative. They had done it m 
order that they might save money on the purchase of gasolme. 
The existence of the cooperative had already resulted in a 
major oil company offering gasolme to the farmers below cost. 
That was a greater savmg than they had planned on. The 
decision was easy. The cooperative would not go out of bush 
ness. Neither would it sell gasolme below cost in order to 
attempt to compete with a company backed by resources of 
millions of dollars. It would merely close its gasolme station 
temporarily and ask its members to buy all of the gasolme 
they needed from the competitor who was sellmg below cost. 
If they could accomplish their purpose of lower prices on 
gasolme without even runnmg their station, it was all right 
with the members of the cooperative. But they well knew 
that if they went out of busmess the price would return to 
Its former level. This wais a new form of competition. The 
members of the cooperative bought their low'priced gasolme 
from the competmg station, until the manager of that station 
decided that he was losmg money daily and was gettmg no' 
where. When he gave m and raised his prices to their former 
level, the members of the cooperative reopened their station 
and made their purchases from their own organi2;ation. 

Pnce wars, however, are not the only means by which an 
old and well-established business can attempt to stop thel'growth 
of a new one. In the petroleum industry especially, some of the 
larger companies have secured considerable control of the 
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source of supply. If the small gasoline cooperatives were to 
continue their success in supplying their members with petro- 
leum products at a considerable saving, they must be sure of 
some way of obtaining their supphes of gasohne and oil. By 
the time that numbers of local cooperative oil associations 
had operated successfully, their members began to consider the 
advantages of owning their own wholesale cooperatives. Since 
individuals could save money by owning their own retail or- 
ganizations cooperatively, it seemed reasonable to assume that 
if the local retail cooperatives would cooperate with each 
other m establishing a wholesale the savings would be even 
greater. And so in 1926 local cooperatives got together and 
established in Mmneapolis the first cooperative wholesale so- 
ciety dealing primarily m petroleum products, the Midlcind 
Cooperative Wholesale. There are now more than a dozen such 
regional wholesales in the United States.^ Through them, local 
cooperatives become stronger and more efficient, and carry on 
educational programs for their members. 

A cooperative wholesale is an organization owned by local 
cooperatives, and controlled by them in a democratic manner. 
Delegates from the local cooperatives meet annually to elect 
the wholesale’s board of directors, and to vote on the policies 
to be carried out by the wholesale. Patronage dividends are 
paid by the wholesale to its member cooperatives whenever 
there is any surplus mcome above that needed for expansion. 
Frequently, however, the member cooperatives decide that 
their wholesale, instead of paymg patronage dividends back 
to the local organizations, should use its surplus to extend its 
services to the members. 

Cooperatives dealing in petroleum products have been re- 
markably successful. About 1^,150 of them were organized 
between 1921 and 1936.® Some of them have returned to their 

2 Parker, op* at., pp 146' 148 

® Parker, op at , p 6 



248 OUR INTERESTS AS CONSUMERS 

members patronage dividends as high as 18 cents for each 
$1.00 of purchases, and the majority have returned dividends 
of from 6 to 10 per cent. 

The history of the Consumers Cooperative Association of 
North Kansas City, Missouri, is a good illustration of what 
cooperative wholesales can do< In 1929 this small cooperative 
wholesale met with difficulties m purchasing oil to sell to its 
member cooperatives. It solved its difficulties by establishing 
an oil-blendmg plant of its own. It employed a chemist to test 
its products, so that its members could be sure of receiving 
good quality. In addition to assurance of quahty, its members 
could now save the amount that had formerly gone as profit 
to an oil'blendmg plant which they did not own. Six years 
later the Consumers Cooperative Association had become so 
successful that it bought, at a bankruptcy sale, the blendmg 
plant of the company which m 1929 had refused to sell its prod' 
ucts to the cooperative. In 1936 the wholesale began handling 
groceries, and started manufacturmg pamt. Its business com 
tinned to grow, and m 1939 the Consumers Cooperative Asso' 
ciation built the first cooperative petroleum refinery m the 
United States, and a cooperatively'owned pipe Ime from the 
oil producing area to the refinery. Not long after the refinery 
began operations it appeared that there would be trouble in 
getting a sufficient supply of crude oil. As a result the members 
voted overwhehnmgly m favor of the purchase of oil wells, 
and the production of crude oil for themselves. In the fall of 
1940 oil was struck in the first cooperative oil well. Now the 
mdividual who is a member of a local cooperative is not only 
part'owner of his own local retail business, but he is also part' 
ovmer of a cooperative wholesale, a cooperative refinery, a 
cooperative pipe line, and a cooperative oil well. And he knows 
that he can receive his share of all the “profits” that may be 
made from the time the oil leaves the ground to the time the 
gasolme is put in the tank of his car. As a consumer he not 
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only can share in the earnings of the business, but in the 
democratic control of the organisations which he owns. 

THE DEVELOPMENT OF COOPERATIVE STORES 

Cooperative grocery stores, like cooperative oil associations, 
had their first considerable development in the Middle West. 
The earhest of the stores were orgamsed before oil associations 
were heard of, but they too have had their greatest develop-- 
ment in the period since 1920. The growth of cooperative 
stores in the United States owes a great deal to the efforts of 
Americans of Fmnish birth or ancestry, who knew of the suc- 
cess which consumers in Fmland were havmg with their own 
cooperative organi2;ations, and who established similar organisa- 
tions in this country. 

The Cloquet Cooperative Society, which is now the largest 
cooperative retail store in North America, was organised m 
1910 by people of Finnish origin. Cloquet, Minnesota, is a 
town with a population of about 7,000. Its principal industries 
are lumbering, paper milling, and the manufacture of other 
wood products. During the years between 1907 and 1910, 
local economic conditions were bad. Wages were low, many 
workers were unemployed, and yet the prices of everyday 
necessities were relatively high. The Finnish consumers in 
Cloquet wanted a better method of supplying their needs, and 
they began to save money with which to start a cooperative 
store Most of them could not afford even the amount of a 
ten-dollar share, and many shares were sold on the installment 
plan of $1 00 down and $1.00 a month. During its first few 
years of operation, many difficulties arose from the inex- 
perience of the members in operatmg a business enterprise. 
By 1915, however, the members inaugurated better policies, 
sound bookkeeping methods, increased financial support, and 
more efficient management. In 1918 the store was burned 
down by a disastrous forest fire which destroyed most of the 
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town. Yet by that time, the cooperative had become so strong 
that it was one of the first busmesses in town to reopen after 
the fire. 

Throughout the followmg years, includmg the period of 
the depression, the Cloquet Cooperative Society contmued to 
grow. By 1937 the cooperative owned four stores, ten ware' 
houses, eight trucks, two service stations, an msurance de- 
partment, an automobile sales department and a garage. It had 
over seventy employees. It now supplies its members with 
groceries, meats, hardware, dry goods, building materials and 
cement, farm machinery, feeds, fuel, petroleum products, au- 
tomobiles, and automobile accessories. It also offers its members 
the services of other local cooperative organisations, especially 
those of a cooperative insurance agency, a cdoperative burial 
association, and a credit union. Its total business is well over 
a miUion dollars a year. 

THE DEVELOPMENT OF COOPERATIVE WHOLESALES 

Durmg the years m which the cooperative in Cloquet was 
becoming so successful, more than a hundred other cooperative 
stores were organised in the area of northern Minnesota, Wis- 
consin, and Michigan. Leaders m many communities early rec- 
ognised the advantages which would result from the federation 
of their organisations mto a central wholesale to serve all its 
member cooperatives. Through such a cooperative wholesale 
they could unite their purchases and buy in larger quantities, 
thus not only savmg the wholesaler’s profit but also gammg 
more control of the quahty of the goods they handled. They 
could' also, through the combined resources represented in 
their wholesale, provide themselves with expert advice, audit- 
ing service, advertismg and merchandising assistance, and edu- 
cational services. By worbng together they could protect and 
strengthen the existing cooperatives, and help to organizie new 
cooperatives m other communities. 
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A meeting was called in July 1917, in Superior, Wisconsm, 
to formulate a plan for establishing a cooperative wholesale. 
It was attended by delegates from 19 local cooperatives. This 
meeting decided to establish the first of the existing cooperative 

GROWTH OF COOPERATIVE 

WHOLESALE SOCIETIES 



Each symbol represents 5 million dollars worth of business 

WaOGRAPH CORPORATION, fOR PUBUC AFFAIRS COMMITTEE, INC 

From Cooperatives in the U S — Balance Sheet 

This chart illustrates the rapid increase in volume of business done by 
cooperative wholesale societies within the past few years 

wholesales dealmg primarily m groceries, the Central Coopera- 
tive Wholesale. Local cooperatives were to supply the capital 
for this undertaking by the purchase of shares. By the end of 
1917, after the new wholesale had been m busmess for four 
months, a total of only $480.00 of share capital had been 
paid m. 

At present the share capital of the Central Cooperative 
Wholesale is nearly a quarter of a million dollars, and the 
largest portion of this amount has accumulated from patronage 
dividends which the member cooperatives preferred to invest 
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m their wholesale rather than accept as cash refunds. The sales 
of the wholesale are between three and four milhon dollars 
a year. During its twenty-three years of growth the services 
supphed by the wholesale have been constantly increasing. In 
1919 the C. C. W. established a bakery. In 1932 it added a 
clothing department. In 1935 a gasolme and oil department 
was opened. The wholesale also began to roast and blend its 
own coffee, sold under the “Co-op” brand, thus enabhng 
members to save as much as 4 cents a pound on an excellent 
grade of coffee. Smce then it has acquired a feed miU and has 
opened a branch wholesale. It has established its own testing 
kitchen in which a tramed dietician checks on the quality of 
the food products sold to member cooperatives. It developed a 
sister organi2;ation, the Cooperative Publishing Association, 
which publishes two weekly papers, supplies printmg service, 
office supplies, and similar needs to local cooperatives, and 
publishes and distributes cooperative literature. 

The Central Cooperative Wholesale engages in many educa- 
tional activities. Its Educational Department assists in the 
organization of new cooperative stores Each fall it conducts 
a ten-week trainmg school for cooperative employees. Each 
summer, in connection with the Cooperative Youth League, 
It organizes a summer school for young people, held at a sum- 
mer camp at which education and recreation can be combined. 
It promotes one-week institutes for both youth and adults at 
various places throughout its territory. It encourages the de- 
velopment of Women’s Cooperative Guilds, which carry out 
important social and educational functions. 

This brief account of some of the major activities of one 
cooperative wholesale is important as an illustration of the 
kind of work made possible when local cooperatives unite their 
efforts. Other cooperative wholesales throughout the country 
carry on similar activities. The Eastern Cooperative Whole- 
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sale has led the way in setting up standards and testing the 
quality of the food products handled by cooperatives. The 
testing kitchen is an extremely important part of the program 
of the Eastern Cooperative Wholesale. All samples of food 
products which are submitted to the buyer are graded by a 
highly tramed dietician employed by the cooperative. When 
United States government grades have been established, they 
are used. When government grades are lacking, E. C W. 
uses Its own grades based on government specifications. After 
samples have been tested and graded, orders are placed for 
those which meet the required standards. Prelimmary testing, 
before orders are placed, insures that only good quality foods 
are ordered, but that is not enough. Check tests are made on 
samples from each shipment as it arrives, to see if the products 
come up to the standards contracted for in the order. If the 
quality is questioned, samples are also submitted to the New 
York City government gradmg office for a double check. There 
are some products which must be tested with special equip' 
ment which the testing kitchen has not yet acquired. In such 
cases, as, for example, malted milk, which calls for a chemical 
analysis, the tests are secured through independent chemistry 
laboratories. Later m this chapter we shall see that the testing 
program of cooperatives is providing an assurance of quality 
that is appreciated by consumers. 

The latest complete survey made by the United States 
Bureau of Labor Statistics shows that there were at the end 
of 1936 over thirty cooperative wholesales dealmg m con' 
sumers’ goods. Several of these wholesales, each servmg mem' 
ber cooperatives in different areas of the country, got together 
in 1933 and organised National Cooperatives, Inc , m Chi' 
cago, Illinois, a central purchasmg agency for those wholesales. 
Since the formation of National Cooperatives, the regional 
wholesales which own the new orgamzation can take advantage 
of their combmed purchasing to buy on a larger scale than 
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could any one of them actmg alone. They are able to make 
contracts with manufacturers for products made accordmg to 
the quahty specified. They can sell those products under then- 
own “Co'op” label, a trade-mark which is owned by National 
Cooperatives, and which can be used only on goods marketed 
through cooperatives. National Cooperatives is really an mter- 
national cooperative, smce two of its fourteen member-owners 
are Canadian organisations, the Saskatchewan Cooperative 
Wholesale of Saskatoon, and the United Farmers Cooperative 
of Toronto, Ontario. 

THE IMPORTANCE OF THE “cO-OP” TRADE MARK 

In Chapter IV we discussed the difl&culties that consumers 
have in knowmg the quality of the products they buy, and 
the growmg demand of mformed consumers for better labels 
which would give them accurate information. Consumers who 
are organized into cooperatives can provide themselves with 
this mformation. The labels on about 600 different “Co-op” 
brand food products, handled by cooperative wholesales and 
their local member associations, are examples of the most in- 
formative labelmg an 5 rwhere. These “Co-op” labels indicate, 
the grade — ^A, B, or C — ^whenever such grades are available. 
In addition, they give as complete a description of the contents 
of the can or package as possible. They often tell the amount 
of the contents, not only in pounds and ounces as required 
by law, but m cupfuls or numbers of servings, which are 
measurements more likely to be useful to the average house- 
wife. Frequently they give suggestions for preparation and use 
of the food they describe. 

Members of cooperatives are not the only ones who recognize 
the value of the “Co-op” trade-mark in providing mformation 
consumers need. At a meeting of the American Marketing 
Association a luncheon was given for 20 representative home- 
makers, selected because they were ordmary consumers whose 
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opinions the members of the Marketmg Association wanted 
to discover. Before each woman guest there had been placed 
three cans of cut green beans. One can was a very widely 
advertised brand, and its label carried the brand name, a general 
description of the contents, but no mdication of the grade. 
Another was a less well known brand, and its label earned 
a government grade. The third was the “Go'op” brand, which 
has never been nationally advertised outside of cooperative 
associations, and its label carried the government grade plus 
all the additional mformation which “Co'op” labels include. 
The women were asked which can they would choose if their 
grocer offered them all at the same price. Three chose the 
widely advertised brand, and seventeen the one with the 
“Co'op” label.^ 

COOPERATIVE HOUSING ASSOCIATIONS 

In many places m the Umted States, consumers have been 
able to improve their ability to secure the food they need 
through organizmg their own cooperatives, but in only a few 
places have they attempted to use the same cooperative method 
to provide themselves with shelter. The United States Bureau 
of Labor Statistics reports that in 1936 there were 48 coopera- 
tive housing associations in this country, and that most of them 
were cooperative apartment houses located in the area of 
Greater New York. Several of these have proved to be out- 
standmg successes. 

The largest cooperative housmg enterprise m the country 
is that of the Amalgamated Housing Corporation m New 
York City. Its property consists of four groups of buildings 
adjommg Van Cortlandt Park, contaming 635 modem apart- 
ments with large rooms, electric refngerators, and incinerators. 
The corporation owns its own generating plant and produces 

reported in The Cooperator^ ofEcial news organ of the Eastern Co' 
operative Wholesale, Brooklyn, New York, June, 1940, p 3 
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its own electricity. In addition to apartment houses, the mem' 
hers own their own cooperative grocery store, distribute their 
milk cooperatively, own a cooperative laundry, and operate a 
bus service. They have a credit union, through which mem' 
bers may borrow money from their own organization. There 
are playgrounds, and nursery and kmdergarten rooms for the 
children, and there are halls and community rooms which are 
used by all of the members for classes, club rooms, public 
meetmgs, and social affairs. 

The first buildings of the Amalgamated Housmg Corpora' 
tion were completed in 1927. The idea of building cooperative 
apartments had origmated among a group of members of the 
Amalgamated Clothing Workers’ Umon, but the residents are 
from many different unions, and some are not trade'unionists 
at all. Two'thirds of the origmal capital needed to buy the land 
and build the apartments was raised by a mortgage loan, but 
the prospective residents contributed the rest of the money by 
the purchase of shares. The amount of money contributed by 
each member depended upon the number of rooms he expected 
to occupy. In addition to the imtial purchase of shares, the 
members make monthly payments to cover their part of such 
expenses as taxes, insurance, upkeep and repairs, and fuel. At 
the end of the year, patronage dividends are refunded in pro' 
portion to the amounts of money paid in. 

At their annual meetmg m May, 1940, the 635 family 
members of this “house without a landlord” voted to pay 
themselves $27,933 in patronage dividends for the preceding 
year, and reported that more than $100,000 had been returned 
in this manner since 1927. The history of the Amalgamated 
Housmg Corporation illustrates a way in which cooperation 
can brmg home ownership withm the reach of many wage 
earners, even m a large city m which buddmgs are very ex' 
pensive and rents are correspondingly high. 

An important reason why there are so few cooperative hous' 
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ing associations is the high cost of the ownership of land and 
the construction of buildings. There are many cooperatives, 
organised among students of colleges and universities to pro' 
vide themselves with food and shelter, which make no attempt 
to buy buildmgs or land. Instead they rent buildings large 
enough to accommodate their members, equip them with the 
necessary furmshmgs, employ cooks and housekeepers, and 
enable the members to share their hvmg expenses during the 
time that they are away from home attendmg school. These 
student cooperatives are controlled by their members. Their 
experience has shown that through the cooperative method 
hundreds of students m dozens of colleges have been able to 
reduce their living expenses to a remarkably low figure. In 
many cases the student members are able to do some of the 
work, such as cleanmg their rooms, washing dishes, or peelmg 
potatoes, and thus make additional savmgs possible. 

A new kind of consumers’ cooperation in building homes 
to be owned individually by the members of the cooperative 
has been found very successful. The first organmation to carry 
out this plan was the Cooperative Housing Association of St. 
Paul, Minnesota About thirty consumers who wanted to build 
and own their own homes formed a cooperative through which 
to do the job more economically. They purchased a desirable 
tract of land within the city, which had become the property 
of the state because of tax delmquency, and took the necessary 
legal measures to secure clear title to the land. Then they sold 
to each mdividual member a lot of the sme he wanted. The 
cooperative employed an architect, who drew plans for each 
member accordmg to his own wishes. After plans were drawn, 
the cooperative was able to ask for bids on prices of large 
quantities of materials, lumber, and equipment. Because the 
members were buymg in quantity they were able to secure 
much lower prices. The cooperative could, for example, order a 
carload of bathtubs or furnaces directly from the factory instead 
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of having each member buy his own. It could make use of new 
types of building material. Each member made a small down 
payment on his home, and secured a loan for the rest of the 
amount by means of a mortgage guaranteed by the Federal 
Housing Admmistration. Because these consumers had or- 
ganised a cooperative they were able to get expert investigations 
and advice with regard to the best kind of building materials 
and methods After the houses were built, each member owned 
his own house just as if he had built it independently of the 
others; but because he had cooperated with other consumers 
in buying the materials and the services needed to build his 
home, he had made a very considerable saving. The legal ad- 
viser of the Cooperative Housmg Association estimates that 
this savmg amounts to between $1000 and $1500 on each 
house built. The plan was so successful that even before it 
was completed a similar cooperative was organised in the ad- 
joming city of Minneapohs, and the second project is now 
being carried out. Members of these cooperatives believe that 
if numbers of such cooperatives could be organized, and if 
they could all combine their orders for budding materials and 
equipment, they would be able to buy materials of still better 
quahty at even greater savmgs. 

COOPERATIVE INSURANCE SERVICES 

In Chapter VII we saw that consumers’ needs include serv- 
ices as well as goods, and that one of those needs is for some 
means of protection against unexpected losses due to many 
kmds of misfortune. Such protection takes the form of msur- 
ance. Earher in this chapter we saw that from about 1820 
until the present time American farmers have cooperated with 
others in their own locality to provide themselves with msur- 
ance agamst fire, and often against destruction from storm. 
American history contams a few illustrations of tihis kmd of 
insurance even before the 1820’s, some of them occurrmg be- 
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fore the time of the American Revolution. Records show that 
a “’Friendly Society for a Mutual Insurmg of their Houses 
agamst Fire” was founded m Charleston, South Carohna, in 
1736. In 1752 Benjamm Franklm helped to organi 2 ;e the 
“Philadelphia Contributionship,” an organisation of the same 
kind, which is still in existence.® 

It is a natural thing for neighbors to get together to help 
one of their number who meets with misfortune. Before any 
formal organisations had even been founded, it was customary 
to give all possible help to one whose home had been destroyed 
by fire. In the earhest pioneer days, neighbors would get to- 
gether and build a house to replace one that had been burned, 
and would contribute to its fumishmgs some of their own 
possessions. It is also natural that this kmd of mformal co- 
operation should result in definite organisations to carry out 
such an important activity in a business-like way. The farmers 
over much of the United States organised their township 
mutual msurance companies, of which nearly 2,000 are m 
existence today. Nearly half of all the fanners m the country 
are policy-holdmg members m these insurance companies of 
their own, and more than half of the insurable farm property 
is covered by msurance issued by these companies.® 

An example of the busmess of one of these township mu- 
tuals will illustrate why this kmd of organisation makes sav- 
ings possible. The Farmmgton Mutueil Fire Insurance Company 
of Osceola, Wisconsm, operates chiefly in one county. It was 
organised m 1878. It now has about 1,300 members and has 
msurance of about five million dollars in force. Its members 
know each other, and therefore have an advantage over large 
companies located at a distance. If someone in the community 
should be what msurance companies call a “bad moral risk,” 

® Encyclopedia of the Social Sciences, Vol VI, p 255 (N Y, 1937) 

® Daniels, John, Cooperation — An American 'Way, New York, 1938, pp. 120^ 
121 . 
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that IS, if he is extremely careless or if he might set fire to his 
own buildmgs m order to collect insurance, the members of the 
mutual are hkely to know about it without making an expem 
sive investigation which a large company would have to make. 
When fires occur, investigation mto their causes can be made 
by the Farmmgton Mutual at low cost. 

Members of the Mutual meet annually, and elect directors 
and oflicers. The Farmington Mutual is not satisfied with 
merely chargmg premiums and paymg claims, but it is in' 
terested in preventmg losses due to fire. For that reason it has 
adopted a “merit ratmg,” which is a schedule of premium rates 
which become lower for those members who take certain pre' 
cautions against fire. Telephones, lightning rods, fireproof 
roofs, well'constructed chimneys, the installing of spark ar' 
restors on chimneys to prevent burning fragments from escap' 
ing, are aU items which result in lower rates. Officers and 
directors of the Mutual make annual mspections of the prop' 
erty of aU insured members, to make sure that prevention 
measures are carried out. And the members are eager to install 
such safeguards, and to see that their fellow'members do like' 
wise, because at the end of the year some part of the premium 
each member has paid may be returned to him if the losses have 
been small. Instead of being made in cash, this patronage refund 
is deducted from the next year’s premium. During the past 
four years the Farmington Mutual has refunded m this man' 
ner an average of 25 per cent of the premiums paid. While 
the Farmington Mutual is one of the more progressive of the 
township mutual companies, especially with regard to the 
fire'prevention measures it encourages, yet most farmers’ mu' 
tual compames follow many of the practices which have been 
described; and their low operating expenses make it possible 
for them to give their members insurance agamst fire and 
storm at much lower rates than are otherwise available. 

Another important saving results from the method of sell' 
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ing insurance. Ordmary commercial insurance companies have 
agents to sell their pohcies, and the agents must receive enough 
m commissions to enable them to earn a hving. They often 
compete with each other, and the insurance salesmen must 
convmce prospective pohcy-holders that the pohcies sold by 
their particular companies are the best. It is not necessary 
for the farmers’ own companies to incur such selling expense. 
Those who want insurance usually know that their best and 
cheapest protection can be obtamed from their local mutual 
company, and they buy their insurance on their own initiative, 
rather than have it sold to them by a salesman. A man who has 
built a house may go to the secretary'treasurer in a small, 
inexpensive office, and have his property insured. Often the 
company may not even have an office, but may carry on its 
busmess from an extra room m the home of one of the farmers 
who is an officer m the company, with only the part-time help 
of paid employees. Even when some of the larger organizations 
find it necessary to have several employees, and to offer small 
commissions to members who brmg in new policies, them ex- 
penses of operation are so low that the large commercial com- 
panies, recogmzmg that they cannot hope to compete, are not 
likely to try to sell insurance in territories covered by the 
organizations owned by the farmers themselves 

The farmers’ mutuals are able to make further savmgs be- 
cause there are no profits. While most of them do not make 
patronage refunds to their members in the same manner as 
other forms of cooperative organizations, they do return the 
savings m a different way. They usually charge premium rates 
that are as low as possible. If these rates are more than enough 
to cover the claims paid for losses durmg the year, a reserve 
may be set aside for unexpected and large losses, and the rest 
of the surplus may be applied to the amount which they would 
otherwise need to collect in premiums the following year Thus 
the members, mstead of receiving a refund on the premiums 
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they paid the previous year, are charged correspondingly less 
for their premiums for the foUowmg year. The result is the 
same as if a patronage dividend had been paid. One farmers’ 
mutual m Minnesota charges a premium of 20 cents per $100.00 
for the first year, and after that charges no premium at all, 
until additional funds are needed to build up a reserve which 
has been lowered by the payment of claims.'^ 

Some of the premiums charged are as low as 11 cents per 
$100.00. The average cost for all the farmers’ mutual com' 
panics combined, m the year 1935, was 24 cents per $100.00. 
For that same year the rates of commercial companies ranged 
from 50 cents to $2.00 per $100.00. These savings are so im' 
portant that farmers are not the only ones who take advantage 
of the low rates, and in 1935 nearly one'twelfth of the in' 
surance in force was on property belongmg to consumers in 
towns and villages, who had joined the farmers’ organiZiations.® 

COOPERATIVE AUTOMOBILE INSURANCE 

Ti\e widespread use of automobiles has made another kind of 
insurance necessary. In 1919 a group of farmers in Minne' 
sota, who had learned the advantages of township mutual 

'^Daniels, op. at, p 122. 

® Daniels, op at , pp. 11 2' 126. 

Note Although farmers’ mutual insurance companies are democratically 
controlled cooperative organizations, this does not mean that all mutual in^ 
surance companies are controlled democratically by their members, for such is 
not the case Some of the largest life insurance companies in the United States 
are mutual companies, and write insurance throughout the whole country 
All of their policy-holders are legally entitled to vote, but it is obviously im- 
possible for hundreds of thousands of policy-holders to travel thousands of 
miles to attend an annual meeting in New York City to exerase their voting 
pnvileges The laws under which these companies are incorporated provide for 
proxy voting, and employees of the company collect enough proxies to cast 
the vote at the annual meeting It is true that the large mutual life insurance 
companies can and frequently do pay dividends to policy-holding members, but 
the great majonty of the members have had no voice in determining how much 
dividends are to be paid These large mutual companies are, therefore, not con- 
sumers’ cooperative organizations, even though small mutual companies, with 
membership concentrated within a limited area, may be truly cooperative 
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fire insurance on their buildings, decided to organize a local 
mutual insurance company to msure their automobiles against 
fire, theft, and tornado. They mcorporated under the long 
name of “American Farmers Mutual Automobile Insurance 
Company,” and for many years did business as a small local 
mutual. In 1934 they decided to expand. They began to write 
automobile insurance of aU kmds, by addmg liability, property 
damage, and collision msurance to their original insurance 
agamst only fire, theft, and tornado. In 1937 the company did 
19 times as much busmess as it had done m 1934. The reason 
that this small local mutual could expand as it did was that 
Minnesota cooperatives decided to sponsor the new automobile 
insurance. The two cooperative wholesales, whose membership 
mcludes hundreds of local cooperatives m the state, endorsed 
American Farmers, and the msurance policies are sold through 
the local cooperatives all over the state. A similar automobile 
insurance company, the Cooperative Insurance Mutual, was 
organized m Wisconsin, and is likewise sponsored by the co' 
operative associations in that state. 

Cooperative insurance companies usually face one important 
problem — ^that of maintammg democratic control in a large 
organization. Most insurance laws make such control difficult, 
because they provide for proxy voting. It is possible for the 
annual meeting to be attended by only a small minority of the 
membership, and this minority determmes all important ques- 
tions. Cooperators, desiring to msure democracy m their or- 
ganizations, face the same problem that we have faced in 
mamtammg political democracy m a large state, or a large 
nation. The only way we have found to make democracy work 
is to make use of the method of electmg representatives to do 
our voting for us. We elect persons to represent us m state 
legislatures and m Congress, and m that way we can mdirectly 
make our own laws and control the policies of our government. 
Members of cooperatives follow the same policy of electmg 
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delegates to represent them at the annual meetmgs of their 
large organizations. Local cooperatives can expect most of their 
members to attend the annual meetmg. But cooperative whole' 
sales are controlled by annual meetmgs of delegates selected 
by the local cooperative associations. Our laws, however, do 
not pernut insurance companies to use this method. Conse- 
quently, when mutual msurance compames become too large, 
they must either give up the principle of democratic control, 
or devise some way to make democracy work m their organiza- 
tions in spite of the law. The American Farmers in Minnesota 
and the Cooperative Insurance Mutual m Wisconsm have 
made an important contribution to cooperative insurance by 
working out a method by which they can observe the law and 
still run a large organization democratically. 

We have seen that insurance policies are sqld through local 
cooperatives. The policy-holding members agree that, if they 
cannot attend the annual meetmg in person, they will give their 
proxies to the cooperative organizations through which they 
obtamed their policies. The cooperative then selects a delegate 
to go to the annual meetmg and cast the votes of all of its 
proxies. It can instruct the delegate how to vote on important 
questions to come before the meetmg. And smce the poHcy- 
holding members who have given up their proxies are also 
members of the cooperative, they themselves select the delegate 
and teU him how to vote. 

The largest automobile insurance cooperative m the United 
States IS the Farm Bureau Mutual Auto Insurance Company, 
with headquarters at Columbus, Ohio. The Farm Bureau Mu- 
tual sells automobile insurance through cooperatives in nine 
states and m the District of Columbia. It was established in 
1926 by members of the Ohio Farm Bureau Federation, who 
had previously founded several other kmds of cooperative 
organizations, and who wanted to go into one more field of 
providing themselves with a necessary service. 
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COOPERATIVE HEALTH SERVICES 

An earlier chapter in this book has been devoted to the 
needs of consumers for health services. In that chapter we 
considered some of the methods by which attempts are bemg 
made to meet those needs. We saw that here and there through' 
out the country doctors are forming partnerships and offermg 
their services to consumers m return for fixed monthly pay' 
ments. We saw that many proposals are bemg made for an in' 
crease in the health services provided by government. We know 
that consumers are organizmg cooperatives through which to 
provide themselves with the medical, dental, and hospital care 
that IS so important to their welfare. 

Cooperative medical care is a kmd of service m which in' 
terest is steadily growing Groups of consumers, some of them 
already organi2;ed m other cooperative associations, are study- 
ing existing medical cooperatives and formulatmg plans for 
organizations which will meet many different situations. They 
face numerous problems. In many states the existing laws make 
It difficult, if not almost impossible, to organize medical cO' 
operatives. In many localities, hospital administrators and 
members of the medical profession oppose medical coopera' 
tives, and by their opposition can prevent their development. 
But there are also many doctors who believe that medical cO' 
operatives can make a worth'while contribution to the achieve' 
ment of the aim of all doctors, the extension of good medical 
care to all of the people.® 

In spite of the difficulties mentioned, there are now many 
examples of medical cooperatives operatmg successfully m the 
United States. A brief description of a few of them will help 

^ For a brief but excellent summary of arguments on both sides, including 
quotations from recogni 2 ;ed authorities, see 'The Problem of Cooperative Medi^ 
cine'’ by V J Tereshtenko, published by the Federal Works Agency, and dis' 
tnbuted free on request by the Cooperative Project, 625 Madison Ave , New 
York City 
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to illustrate some of the principles which cooperative medical 
associations try to follow. 

In Chapter VIII mention was made of a cooperative or' 
ganization which provides its members with hospital care m' 
surance. This association, the Group Health Mutual, of St. 
Paul, Minnesota, was incorporated m 1939. Its immediate aim 
was to provide insurance for hospital care, a service which 
its memfes wanted even though there already existed an or' 
ganization, owned and controlled by an association of hospitals, 
which provided a similar service. Members of Group Health 
Mutual wanted to provide this service for themselves through 
a cooperative, primarily for three reasons. First, they beheved 
in consumer cooperation and wanted to own their own organi' 
nation, and control it democratically. Second, they believed 
that they could provide themselves with a better service than 
that already available through the existmg hospital association. 
Third, they wanted to build a membership large enough, and 
an organization strong enough, so that they could extend them 
services to include complete medical care as soon as practicable. 
Group Health Mutual now has a membership approaching 
10,000, the majority of whom live m Minneapohs and St. 
Paul, many of whom live m other parts of Minnesota, and a 
few of whom live in places as far away as New York City. 
It has been able to provide its members with a better service 
than that provided by any other agency in its territory. It is 
developing plans for providing complete medical care for its 
members. 

Another organization mentioned in Chapter VIII is the 
Group Health Assoaation of Washmgton, D. C. This co' 
operative organization began offering complete medical care 
from its very beginning, in November, 1937, and by Novem' 
ber, 1938 was providing medical service to over 5,000 in' 
dividuals. It owns its own modem, well'equipped chnic, and 
employs ten weU'qualified doctors at salaries that are higher 
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than the average yearly earrungs of doctors in private practice. 
It also employs nurses, technicians, and a pharmacist. Mem' 
hers of Group Health Association pay fixed monthly fees, the 
size of which varies with the size of the family. They receive 
medical exammations, and, even if they have no specific iH' 
nesses, they receive advice and care to prevent disease. They 
receive eye exammations and minor surgical operations in the 
clinic, and if hospitalization is necessary for a major operation, 
the Association pays the greater part of the hospital costs. 
The business of the Association is controlled by the members 
through officers, council members, and group committees, all 
of whom are elected by the membership. They choose the 
medical director, who is a physician, and he has charge of all 
of the medical aspects of the work, includmg the selection of 
physicians and other members of the staff. Group Health As' 
sociation was more fortunate than many medical cooperatives 
in that it was able to borrow money with which to get started 
from a government agency. It has not been so fortunate m the 
opposition which it had to face from organized medical groups. 
At one time the physicians on its staff were denied the use 
of Washmgton hospitals. One of its staff members was ex- 
pelled from the district medical society. A question was even 
raised as to whether the Association was legal, but this was 
decided in favor of the Association by the courts. In spite of 
these troubles the Group Health Association is operatmg suc- 
cessfully, providmg its members with better medical care than 
they would otherwise receive. 

In 1935 an entirely different kmd of medical cooperative 
was organized, m entirely different circumstances, in Economy, 
Indiana. Economy is a small village. Its population together 
with that -of the surroundmg farming community consists of 
about 300 famihes. It was not a community which offered much 
of an opportunity for a doctor to develop a very large practice. 
In ten years at least four different physiaans came to Economy 
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and went away, and for a considerable period of time the 
community was without the services of any physician. In order 
to insure themselves the services of a doctor, some of the com 
sumers m Economy organi 2 ;ed the Economy Mutual Health 
Association. Membership is open to residents of the village and 
its vicimty within a radius of seven miles. Individual members 
pay $1.85 every three months, and families pay $3.90. For 
these payments, members are entitled to medical treatment at 
home and m the doctor’s office, to physical examinations, and 
to ordmary drugs and medicines. The doctor receives all of 
the dues except 5 cents out of each payment, which go for 
admimstrative expenses. The doctor takes care of all the mem- 
bers of the cooperative, and in addition is free to practice 
outside of the cooperative membership. Through the coopera- 
tive, a definite yearly income has been provided for a doctor, 
and this certain mcome has made it possible for him to stay in 
Economy. Thus the cooperative has benefited not only its 
members but all non-members m the community. Its members 
have, in addition, provided themselves with medical care, 
much better than they had before, at a very low cost. 

Among die cooperative health organi2;ations of various kinds 
in the United States there is only one that o-wns and operates 
its own hospital, and is therefore able to provide its members 
with complete health care. That one is the Farmers’ Union 
Cooperative Hospital Association, at Elk City, Oklahoma. It 
was started through the efforts of a local physician who, though 
he had a very successful pnvate practice, was smcerely con- 
cerned because he knew that the people m his community 
were not getting the medical care they should have. After 
studymg many methods by which better medical care might be 
provided for them, this physiaan decided in favor of a co- 
operative organi2;ation of the people themselves. For nearly two 
years the founder and a few members worked to secure enough 
membership fees with which to build a hospital. The young 



CONSUMERS COOPERATE 


269 


organization had to face considerable opposition, but in secur- 
ing the official support of the Oklahoma Farmers’ Union in 
1934, it secured the assistance of existmg cooperatives which 
were united in a state-wide organization. 

The first unit of the hospital was completed in 1931. The 
association now has a membership of between two and three 
thousand famihes. Each member pays a membership fee of 
$50.00, which may be paid m mstallments. The capital raised 
from these fees is used only to pay for hospital land, buildmgs, 
and equipment. The rates paid by the members vary according 
to the size of them families, but the largest family may secure 
complete medical, surgical, and dental care for all of its mem- 
bers for $25.00 a year. The medical staff consists of several 
doctors, includmg speciahsts, and two dentists. The affairs of 
the organization are democratically controlled by its consumer- 
members. They elect a board of directors, which selects and 
employs a manager to take care of the strictly busmess aspects 
of the organization. The board also selects the medical director, 
who IS m charge of all of the medical and professional work, 
and who selects the other members of the medical, dental and 
nursing staffs.^® 

Members of cooperative health assoaations, and others who 
advocate cooperative medicme, believe that there are certain 
important prmciples which should be followed m order that 
the best medical service may be made available to consumers 
at a cost which they can pay. 

First, they believe that group practice should be followed 
whenever possible Group practice means the association of 
many doctors, mcludmg specialists, around a clmic furnished 
with the latest technical and medical equipment. Modem 
medical science involves the use of so much expensive equip- 

Shadid, Dr Michael A , A Doctor for the People, New York, 1939, a book 
written by the founder and medical director of the Farmers’ Union Cooperative 
Hospital Association, presents an absorbing story of its difficulties and achieve^ 
ments 
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ment that few doctors practicing independently can afford all 
that IS desirable. On the other hand, if several doctors are 
associated with each other in a clinic, they can afford to buy 
the best modem equipment, and that equipment will be fre- 
quently used. But an even more important advantage of group 
practice results from the cooperation of many doctors, includ- 
ing those especially trained and experienced in all branches of 
medical science. Modem medicme is too broad a field for any 
one individual doctor to gain enough knowledge and experi- 
ence to become expert in all of its branches. Physicians asso- 
ciated m a group find it easier to consult with each other, each 
may have the benefit of the experience of the others, and 
patients can more readily receive accurate diagnosis and treat- 
ment. Specialists may £nd it easier to carry out important 
research and to practice medicme at the same time. The ad- 
vantages of group practice are so apparent that those who 
advocate cooperative medical care find little disagreement with 
regard to this particular prmciple m which they believe. Some 
of the most noted physicians and surgeons in America are 
strong advocates of group practice, and such well-known 
privately-owned medical centers as the Mayo Chnic at Roches- 
ter, Minnesota, demonstrate its value. The report of the Com- 
mittee on the Costs of Medical Care“ recommends the en- 
couragement of group practice of medicine. 

The second prinaple of cooperative health associations de- 
signed to develop better medical care is an emphasis on pre- 
ventive medicme From the point of view of the consumer, the 
value of preventive medicme is obvious, for it is both cheaper 
and less pamful to keep well than to get well. Yet very few 
people receive the yearly physical examination which doctors 
recommend, and few consult a physician at the first sign of 
illness. One of the reasons for this neglect of preventive medi- 
cine on the part of consumers is habit — ^it does not occur to 

“ Chapter VIII, p. 143 
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them to use the services of a doctor as long as they feel well. 
Another reason is that they hesitate to incur doctor bills un' 
less they thmk those bills are really necessary. At the first signs 
of illness, they are inchned to put off medical care, hoping that 
they will get well anyway, and forgettmg that delay may mean 
a far greater expense and far more suffermg than would other' 
wise be necessary. Doctors know the value of preventive medi' 
cme, but they too rarely have the opportunity to practice it. 
Cooperative health associations are able to give doctors greater 
opportunities to prevent illness, and to encourage consumers 
to make use of preventive care. Physical exammations are 
usually required. Members may consult doctors at the first sign 
of illness without worrying about the cost, because they are 
paymg on a monthly basis whether they are sick or well. For 
m a cooperative health association, members pay their doctors 
to keep them healthy as well as to cure them when they are iU. 

The principle of preventive medicme is closely tied up with 
the third principle advocated by cooperative health associations, 
that of periodic payment for medical service. When consumers 
pay each month a small amount of money to take care of what' 
ever medical care they need, they feel free to consult their 
doctors whenever it might be necessary. They do not need 
to try home remedies or patent medicines m an attempt to 
save money. Nor do they need to worry about large, um 
expected medical bills. They are able to budget their expense 
for medical service over long periods of tune. The doctors 
are assured a good mcome. They know that they will receive 
just as high a salary if their patients stay well as they will if 
they get sick. They no longer need to worry about the problem 
of recommending expensive treatment to a patient who can' 
not aflFord the treatment he needs. 

The fourth prmciple of cooperative health associations is 
that the control of the associations should be in the hands of 
the consumers who use their services, and that this control 
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should be exercised m a democratic manner. It is this feature 
to which many members of the medical profession object more 
than to any of the others. They beheve that the doctors them' 
selves are the ones best qualified to control the method by 
which they provide their services to consumers. They fear that 
control by ordinary consumers who have httle or no knowledge 
of the science of medicme may result in handicapping the 
progress of medical care. Doctors who have practiced in cO' 
operative health associations seem to have no such fears. They 
point out that the consumenmembers do not control the medi' 
cal part of the work of the association, but leave that to the 
medical director. The members control only the business end 
of the work of the cooperative, and reheve the doctors of such 
disagreeable tasks as the collection of biUs, the payment of rent 
on their offices and bills for electricity. The doctors are free 
to devote their entire time and energy to the work of medical 
service. 


RURAL ELECTRIFICATION COOPERATIVES 

In the previous chapter, when we were considering the ways 
by which consumers are satisfymg some of their needs through 
government action, one of the government activities described 
was that of the Rural Electrification Administration. We saw 
that the law which created the REA provided for government 
loans for die purpose of extendmg electric energy mto rural 
areas, and that about 90 per cent of those loans have been 
made to cooperative organizations By 1939 over 600 electrifica' 
tion cooperatives had been organized under the REA. But 
even before the government began lendmg money for rural 
electrification, at least 45 rural electrification cooperatives had 
been organized without outside assistance.^^ 

A rural electrification cooperative operates in a manner 
similar to that of other consumers’ cooperative organizations. 

^ Parker, op cit , p 88 
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Those that were organized before the REA program was 
started had to raise their own capital by selling shares to their 
members. Those borrowmg from the REA do not need to sell 
shares, but they must each year pay back to the government 
a part of the money they borrowed Each month, when a mem' 
her of such a cooperative pays his electric bill, he pays a sum 
large enough to cover not only the cost of the electric current 
he has used, but an additional small amoimt to be used to 
repay the loan. After the borrowed money, with interest, has 
been paid back to the government, the local cooperative wiU 
have complete ownership of all of its facilities, and its charges 
for electricity will be considerably reduced. 

The officials of the Rural Electrification Administration give 
several reasons why cooperative organizations are especially 
adapted to the task of extendmg low'cost electricity mto rural 
areas In the first place, they have found that the extension 
of electricity over wide areas can be achieved more readily by 
a non'profit enterprise than is possible when a private utility 
must consider the probability of getting quick and substantial 
profits on Its investment. In the second place, the progress of 
rural electrification is mcreased considerably by the fact that 
the users of the electric services provided by a cooperative are 
not only customers, but members and prospective owners as 
well. They have a part in the determmation of policies. They 
have an interest in gettmg more members, because the rates 
that they pay can be lowered by mcreasmg the number of 
consumers of electricity. They want their organization to be 
run efficiently, and they want to contribute to its success. 

Some mterestmg illustrations of ways in which consumer' 
members are contributmg to the success of rural electric co' 
operatives have been reported to the REA. It is the usual thmg 
for members to donate their time and services in getting other 

1938 Report of the Rural Electrification Administration, Washington, U S 
Government Pnntmg Office, 1939, pp 41^5 1 
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people to join. They willingly give the cooperative the right^of' 
way to build power lines across their property. In some cases 
they even go out of their way to see that their own bills are paid 
promptly and with little cost of collection. A project super- 
visor in Ohio reported that one member notified the coopera- 
tive that, m case he should not be at home when his bill was 
delivered, the collector would find a signed check, made out 
to the cooperative with the amount left blank, m a sealed glass 
fruit j'ar placed near a certam fence post The case is even 
reported of a member who believed his bill was too small The 
meter on his farm had been put out of order by a bolt of 
lightning. The cooperative, unable to know how much elec- 
tricity he had used, sent him a biU for $4.28 because that was 
the amount of his bill for the last month durmg which his 
meter was workmg. But the farmer sent in a check for $8.00 
with a note saying that he was sure that he had used at least 
that much electricity. 

A final advantage attributed to rural electrification co- 
operatives is the way in which they contribute to the develop- 
ment of community participation m a democratically controlled 
enterprise, an understandmg and appreciation of the demo- 
cratic method and of the thmgs it can accomplish. 

CREDIT unions: THE COOPERATIVE METHOD OF PROVIDING 
CREDIT FOR CONSUMERS 

Just what do we mean by credit for consumers, and why is 
the problem of securmg consumer credit an important one? 
Most consumers need credit at one time or another, and many 
of them get credit in a variety of different ways. They secure 
consumer credit whenever they buy something for which they 
do not pay cash. They may charge their purchases and pay 
at the end of the month, or they may buy on the mstallment 
plan and take a year or more to pay. In either case they are 
mcikmg use of consumer credit. They may become iU, and make 
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use of the services of doctors even though they cannot pay 
for those services until a later date. Thus they are using another 
hind of consumer credit. Or they may borrow money from 
friends, or from any number of different kmds of lending 
agencies. Agam they are makmg u§e of credit for consumers. 
In other words, whenever consumers buy goods for which 
they do not pay m full at the time of purchase, whenever they 
use services for which they do not pay at the tune the service 
is rendered, or whenever they borrow money with which to pay 
for goods or services, they are making use of consumer credit. 

For a long time consumers made much less use of credit 
than they do now. Ordmary commercial banks lent large sums 
of money for purposes of production — for buildmg factories, 
for expandmg busmess operations, and for similar enterprises. 
But they would not ordmarily lend money to consumers, for 
purposes of buymg consumer goods and services, unless the 
borrower owned valuable property which he could pledge as 
security for the loan. A consumer could borrow a part of the 
money he needed to buy a house, because he could give the 
bank or other lendmg agency a mortgage on that house. If he 
could not repay the money he had borrowed, his creditor could 
foreclose the mortgage and become the owner of the property. 

In recent years, the use of credit by consumers has expanded 
a great deal. A large part of this increase is due to the wide- 
spread sale of household furnishmgs and automobiles on the 
monthly payment mstallment plan. Other uses of consumer 
credit have resulted from the development of many agencies 
which exist for the sole purpose of lendmg relatively small 
sums of money to consumers. Experts have estimated that m 
1936 consumers made use of credit amountmg to 14 billion 
dollars a year, and this amount did not include loans from 
friends, loans made on msurance policies, or loans secured by 
mortgages.^* The use of such a large amount of consumer credit 

“‘Selling Credit to Consumers,” Consumers* Guide, January 30, 1939, p 11. 
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indicates that there miost be a real need for credit on the part 
of most consumers. It is true that some of this credit is used 
because of convenience rather than because of real need. Many 
consumers, for example, charge their purchases at the store not 
because they cannot afford to pay cash, but because it seems 
easier and simpler to pay at one time at the end of the month. 
But aside from some of the purchases made on charge accounts, 
that 14 billion dollars is an indication that consumers do need 
to borrow money. 

Why do consumers need to borrow money? There are many 
reasons. Perhaps the most important one is the fact that most 
consumers earn barely enough to pay for their ordinary needs. 
Few are able to save enough money to meet emergencies. Many 
whose incomes are sufficient to allow for some saving, neglect 
to put aside what they can. And when they are faced with 
some unexpected expense, they must borrow money in order 
to meet it. Another reason consumers borrow money is in 
order to take advantage of some opportunity for advancement. 
Students or their parents, for example, borrow money for a 
college education. Many more consumers make use of install' 
ment credit because of the extensive advertising of “easy' 
payment plans” and the desire to own many of the modem 
conveniences that are sold at prices too high for the average 
person to pay at one time. 

The use of credit is a service for which consumers must pay, 
just as they must pay for the use of other services. In case of 
installment credit, the amount which the consumer pays is 
usually called a “carrying charge,” and m case of charge ac' 
count credit the amount which the consumer pays is usually a 
part of the price of the goods he buys. In case of other forms 
of credit, the amount which the consumer pays is called in.' 
terest on borrowed money. 

The cost of credit to consumers often depends upon the 
financial standmg and the reputation of the one who borrows 
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money. It also depends upon the kind of lending agency from 
which the money is borrowed. In Chapter V, when we com 
sidered the cost of installment credit, we saw that the “carrymg 
charges” ranged all the way from an amount equal to an in' 
terest rate of 6 per cent to a rate of 106 per cent. Interest rates 
varying from 30 per cent to 50 per cent on installment pur' 
chases are not unusual. Another kmd of lending agency, the 
pawn shop, lends money to consumers who deposit some article 
of personal property which is worth more than the amount 
of the loan. The average interest rates charged by pawn shops 
are around 36 per cent. Personal finance companies, which 
lend more than twice as much money to consumers in the Umted 
States as any other kmd of lendmg agency, charge interest 
rates averaging 36 per cent. Illegal lenders, called loan sharks, 
charge mterest rates which average between 240 and 480 per 
cent, and it is estimated that each year these exorbitant rates 
are paid on loans totahng 119 million dollars. Smce most of 
the loans are small, this figure means that the number of people 
who are victims of loan sharks is very high, and as a rule those 
consumers who have to borrow money from loan sharks are 
those in the lower mcome groups, who can least afford to pay 
a high rate of mterest.^® In fact, one of the most unfortunate 
aspects of the cost of consumer credit is the fact that too often 
the only consumers who can obtain credit at reasonable rates 
of interest are those who need credit least. 

The figures quoted m the above paragraph give one kind of 
picture of the need of consumers for credit, and of the amounts 
they pay for the credit they receive. Another kmd of a picture 
might portray their needs more vividly. A story might be told 
of thousands of actual cases of consumers, aU of them badly 
in need of a way to borrow money at reasonable interest rates. 

Estimates as to rates of interest and amounts of loans are taken from 
Foster, L. R., Credit for Consumers, Public Affairs Pamphlets, No 5, 1936, pp. 
19'22 
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who became entangled with loan sharks and incurred debts 
which constantly grew larger, debts which the loan companies 
never wanted to collect, because the mterest they received 
amounted to so many times more than the amount of the origi' 
nal loan. An account might be given of the studies that have 
been made of the reasons why such loan shark companies could 
exist in violation of the law; and of the conclusions that they 
flourish partly because the highest rates of interest permitted 
under many state laws — ^rates of 6, 8, or 10 per cent — are too 
low to provide enough mcentive for the average bank or other 
legal lendmg agency to lend money to large numbers of con' 
sumers. Banks have long regarded 6 per cent interest as more 
than adequate for loans for busmess purposes, or for loans to 
those who could give mortgages on real estate as security. But 
they have not been eager to supply consumer credit to the great 
majority of consumers, whose incomes are low, and whose pos' 
sessions are few. Expenses of mvestigation, the costs of collec' 
tion, and the possibility of loss were too great to make loans 
of 6, 8, or 10 per cent profitable. 

A realization of the full extent of the evils of the loan shark 
system resulted m measures intended to help consumers of 
credit. Remedial loan societies, frequently founded by philan' 
thropic individuals who did not want a large return on their 
money, were organized in many cities, to provide credit at 
lower cost. Many states passed laws permitting the organiza' 
tion of personal finance companies to lend money to consumers 
at interest rates averaging 36 per cent a year. In states m which 
these personal finance companies are in operation, the busmess 
of the loan sharks has dwindled and often nearly disappeared. 
The evils that accompanied their illegal lendmg have been 
elimmated. But 36 per cent a year is still a pretty heavy burden 
for borrowers to carry. The personal finance companies can 
help to remedy the most serious abuses of the loan shark busi' 
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ness, but they cannot meet the need of consumers for an ade' 
quate source of credit at a cost they can afford to pay. 

It has remained for consumers themselves to meet this need 
through cooperative organizations called credit unions. A 
credit union is an organization of consumers who are associated 
with each other m daily life. They may work for the same com' 
pany, or live m the same community, or belong to the same 
club or the same church. They form an assoaation through 
which to build up a fund with their own savmgs, to be used 
to make loans to members who need them. Only members may 
put their savings m the credit union, and only members may 
borrow from the credit union. Only members may take part 
m the management and control of the organization. The pri- 
mary purposes of credit unions are to provide their members 
with the opportunity to secure the credit they need at low 
cost, and to give them the opportunity to save money m or- 
ganizations which they own and control. To achieve these 
purposes, credit unions encourage thrift and savmgs, and edu- 
cate their members m the wise use of credit. 

Credit unions are organized and chartered under either state 
or federal law. Those chartered under state law are supervised 
by the state bankmg department, and those under federal law 
by the Farm Credit Admmistration. These laws require credit 
unions to foUow sound business practices and definite rules of 
operation. They also demand the observance of recognized prin- 
ciples of consumers’ cooperation. Each member has one vote 
and only one, regardless of the number of shares he owns. No 
proxy voting is permitted. Although each member must own 
at least one share, the amount of each share is small, usually 
$5.00, and it can be paid for in small monthly or weekly pay- 
ments. The amount of interest or dividends paid on shares is 
hmited by law, usually to 6 per cent, and although members 
may vote to pay a lower dividend they may not raise it above 
the maximum set by law. Credit unions are required to set aside 
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a certain proportion of their earnings as a reserve fund vrith 
which to take care of possible losses, but after that reserve is 
deducted, the earnings are paid to the members as dividends. 
Most credit unions pay these dividends m the form of interest 
on money which their members have saved and mvested in 
shares. But the practice is increasmg of returning a part of the 
earnings to those who have borrowed money, m proportion to 
the amount of mterest they have paid on their loans. Many 
leaders in the credit union movement favor this newer practice. 
They point out that consumers use credit unions in two ways — 
as a place m which to mvest savings, and as an agency from 
which to borrow money, and that if all consumers are to share 
m the eammgs m proportion to the extent of their use of the 
services, then those who borrow money and pay interest should 
receive their share, along with those who invest savings. 

Members who borrow from a credit union repay their loans 
by paying a certam amount each month Credit union laws pro' 
vide that the interest charged on loans may not exceed one per 
cent a month on the unpaid balance of the loan. Credit unions 
may, however, fix their mterest rates at an amount lower than 
this annual rate of 12 per cent. But the highest possible credit 
union interest rate is exactly one'third of the average rate 
charged on personal loans by most other agencies. It is lower 
than the cost of a large part of installment credit. It is the least 
expensive way to borrow money for all but a very small pro- 
portion of the consumers m the coimtry. At the same time the 
ividends which credit unions pay on shares are higher than 
those of most other equally safe forms of mvestment. 

The growth of credit unions in the United States is evidence 
of their success m providmg consumers with necessary services. 
The first credit union law was passed m Massachusetts m 1909. 
It worked so well that a few years later President Taft called 
it to the attention of governors of other states About six years 
later North Carolma enacted a similar law. Experience in these 
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two states indicated the value of credit unions, but if their 
services were to be extended into other parts of the country, 
state laws authorising them to operate were necessary. In order 
to hasten the passage of credit union laws, and to inform con- 
sumers of the credit union method and its possibilities, Edward 
A. Filene organised the Credit Union National Extension Bu' 
reau in 1921. 

Credit union members regard Mr. Filene as the founder of 
the credit union movement m the United States. From 1921 
until 1934 he financed the work of the National Extension 
Bureau, which helped to secure the passage of credit union laws 
in 37 states and the District of Columbia. Over 3,000 credit 
unions were organised durmg this period. In 1934 the Federal 
Credit Union Act was passed by Congress without a dissenting 
vote, and it is now possible to organise credit unions under a 
federal charter even in the few states which have no state credit 
union law. 

Credit unions, like other forms of consumers’ cooperative 
enterprise, find it worth while to unite with each other for cer-* 
tain purposes. They have organised state leagues of credit 
unions, through which they share experiences, coordinate their 
eflPorts in organising new credit unions, and provide themselves 
with expert advice. In many cases they have organised central 
state'wide credit unions, with membership open to local credit 
unions and their officers, committee members, and directors. 
These central credit unions will make loans to the officers and 
committee members of local credit unions, and to the local 
credit unions themselves if they are m need of funds. And local 
credit unions with surplus funds may deposit them with the 
state^wide organisation. 

By 1934 the nationeil credit union movement had become 
strong enough to take over the work of the Credit Union Na- 
tional Extension Bureau. It was reorganised as the Credit 
Union National Association, and is now supported by state 
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leagues of credit unions. Through their national organization 
— ^usually referred to as CUNA — credit unions throughout the 
country are now providing themselves with many additional 
services of great benefit to mdividual members. They are assist' 
mg in the organization of new credit unions and leagues of 
credit unions. They conduct educational work directed toward 
the education of non'members m the advantages of credit 
unions, the development of better credit union methods and 
practices, and the encouragement of a wiser use of credit and 
savings privileges on the part of mdividual credit imion mem- 
bers. They have organized Cuna Supply Cooperative to pro- 
vide credit unions with office equipment and supphes. They 
publish Bridge, the national credit union magazme. They have 
organized Cuna Mutual Society to provide msurance services 
to credit union members. 

Cuna Mutual was first organized to provide “borrowers’ prO' 
tection msurance.” This form of msurance provides a pohcy 
on the hfe of a borrower m an amount equal to the amount of 
money which he owes. Credit unions may msure the lives of 
those of its members who have loans outstandmg by taking out 
a pohcy with Cuna Mutual. In cases of the death or total diS' 
ability of the borrower, Cuna Mutual Society pays to the 
credit union that part of the loan which is still outstanding. To 
the credit union this means that it need not run the risk of los' 
mg money due to the death of one of its members. To the mdi' 
vidual borrower this means an assurance that, if he should die, 
members of his family would not be burdened with an obliga' 
tion to repay money which he owed Cuna Mutual also pro- 
vides group life msurance and mdividual hfe insurance to credit 
union members, at premium rates lower than those of most 
other companies. 

Any description, however brief it may be, of the develop- 
ment of credit unions m the United States, cannot help but 
show that the credit umon movement is successful. The con- 
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standy increasing rate at which new credit unions are being 
founded is a measure of its success. There were approximately 
3,000 credit unions in 1935, 6,500 m 1938, and over 8,000 
in 1939. 

One of the educational tasks of credit unions is to train their 
members to find out what the total charges for mstallment 
credit really are. The problem of discovering these total charges 
is no easy job, because they are quoted in many different ways 
and frequently make no mention of extra fees required or extra 
discounts for cash. An investigating committee m Massachu' 
setts made a study of 105 cases in which the interest rate, or 
“carrying charge,” on installment purchases was quoted at 6 
per cent. When the actual rates had been accurately figured, 
the results showed that, of these 105 cases which gave their 
charges at 6 per cent, only one was actually 6 per cent. Of the 
others, 6 cases were between 7 and 10 per cent, 61 cases were 
between 11 and 20 per cent, 19 cases were between 21 and 30 
per cent, 10 cases were between 31 and 100 per cent, and 8 
cases ranged from 101 to 679 per cent. The report of a com' 
mittee m Wisconsin showed results which were similar, though 
not so startlmg. This committee found that while most auto- 
mobile purchasers beheved that they were paying between 8 
and 12 per cent for credit in buying their cars on monthly pay- 
ments, they were actually paymg between 17 and 40 per cent.^* 
If members of credit unions generally realised the true amount 
of the interest rates which they pay when they buy goods on 
the installment plan, many would recogni 2 ;e that they could 
make considerable savings by borrowmg money, and paying 
interest to their credit union, in order to pay cash for their 
purchases. 

consumers’ cooperation throughout the world 

In a general review of consumers’ cooperation in the United 
States for the Bureau of Labor Statistics, Florence Parker pre- 

‘‘Buying on Time,” Consumers' Guide, Feb 13, 1939, p 16 
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sents, in a few brief paragraphs, a picture of the great variety 
of kinds of consumers’ cooperatives m this country 

“In various parts of this country cooperatives are supplying 
themselves with one or more of nearly all kmds of service. Thus, 
through cooperative channels they obtain groceries, bakery 
goods, meats, shoes, clothmg, furniture, hardware, paints 
(made in some cases by their own plant), all kinds of farm 
supplies, radios, refrigerators, electricity and electrical appli" 
ances, gasolme, motor oil, tires, and other automobile acces' 
series. They can, m some sections, buy ice cream made in their 
own plant, bread and pastries from their own bakery, nulk pas' 
teuri2;ed in their own creamery, coflFee roasted m them own 
roasting plant, and sausage and smoked meats from their own 
factory. 

“Cooperators m many places insure themselves against sick' 
ness, death, fire, theft, hail, and accident, and insure their autO' 
mobiles against accidental collision through cooperative or mu- 
tual cissociations. When they fall into debt they borrow from 
the credit union. 

“Medical service is an activity the possibilities of which are 
being explored with more and more attention. ... At death, 
cooperators in certam Middle Western States can be Imd to 
rest by the cooperative burial association. 

“One group of farmers in the West operates its own coal 
mine from which the fuel needs of the members are supplied. 
An association in the East provides bus service for the members’ 
children to and from school. . . . Other services cooperatively 
supphed mclude laundry service, prmtmg, and recreational 
facilities.’’ 

Not all, or even a majority of these services are found in all 
areas of the country. Most regions have some form of con- 
sumers’ cooperation; and there are a few communities m which 
the cooperative idea has taken so firm a hold that nearly every 

Parker, op cit , pp 4' 5 



286 


OUR INTERESTS AS CONSUMERS 


family belongs to a cooperative and nearly all kmds of services 
are provided cooperatively. 
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Compared with pnvate business, cooperatives in the United States handle 
much less retail trade than do foreign cooperatives 


The interest of consumers m this country in the development 
of consumers’ cooperatives is not, however, confined to those 
which have developed withm the United States alone, and 
there are many reasons for our interest m cooperation in for- 
eign countries. Much of the early growth of cooperatives m 
the United States has been stimulated by the leadership of 
foreign-bom Americans who had learned the cooperative 
method m the country from which they came. Many foreign 
countries show a much greater development of consumers’ co- 
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operative enterprises than has been achieved in the United 
States, and by studying the progress of cooperation in those 
countries we can learn from their experiences, and we can have 
some basis for judgmg to what extent cooperatives can bring 
mcreased standards of livmg to consumers. Moreover, coopera' 
tion has become an mtemational movement. We shall see that 
through mtemational organizations of cooperatives, consumers 
of different nations are workmg together to their mutual ad' 
vantage, and are findmg out that the needs and interests of all 
consumers m all nations are pretty much alike. 

SUCCESS OF COOPERATIVES IN GREAT BRITAIN^® 

The kind of busmess which was ongmated in that little store 
m Rochdale, England, nearly a century ago has grown mto 
one of the largest busmess enterprises m one of the greatest 
mdustrial and commercial nations of the world. Consumers’ 
cooperatives m England and Scotland serve about one'half of 
the total population. They handle more than 14 per cent of the 
total national retail trade, and m some commodities a far larger 
proportion. The Cooperative Wholesale Society (C.W S.) m 
England, and the Scottish Cooperative Wholesale Society 
(S.C.W.S.) in Scotland are each the largest wholesale busmess 
in their respective countries. The two wholesales work in close 
cooperation with each other, and when we speak of the British 
(as distmct from the English or the Scottish) cooperative dc' 
velopment, we mean the combined activities of the English and 
Scottish wholesales. 

In 1934 the Fourteenth Biennial Congress of the Interna' 
tional Cooperative Alhance was held m London. For the bene' 
fit of the delegates from nations all over the world, the coopera' 

Unless otherwise indicated, the figures and statistics in this section are taken 
from the Report of the President’s Committee, “The Inquiry on Cooperative 
Enterpnse in Europe,” Government Printing Office, Washington, 1937, and 
from The People’s Tearboo\, 1940, CWS and SCWS, Manchester and 
Glasgow 
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tives of Great Britain had assembled in the Crystal Palace an 
exhibition of goods made by the British wholesales. One of the 
American delegates has described m an mteresting manner the 
impressive array of goods that were on display.^® One of the 
exhibits was a modem bungalow, which had been designed by 
architects of the C.W.S. and built by the C.W.S. buildmg 
department. It was completely furnished from cellar to roof 
with fixtures and equipment made by various departments of 
C.W.S. Rugs, lamps, furniture, dishes, and silverware had 
been made in cooperative factones. A clothing exhibit showed 
modem knittmg machines making silk stockmgs, other machmes 
were making shirts and overalls. Shoes were being manufac- 
tured. In a different exhibit, tea was bemg prepared for use, 
and this tea had been grown on thousands of acres of tea planta- 
tions in Ceylon, owned by the cooperatives Flour, bread, and 
all kmds of food products were shown. Bicycles, washing- 
machmes, radios, and kitchen pots and pans were all made in 
cooperative factories. There was even an exhibit of coal from 
a cooperative coal mine, with a slogan, “There’s cash after the 
ash,” referring to the patronage dividends. In 1938 the num- 
ber of factories and workshops owned by the two British co- 
operative wholesales equalled 251, and produced nearly every 
kind of product consumers need, outside of the luxury field. In 
some fields, a high proportion of the total national production 
was carried on by the cooperatives. In 1938, for example, about 
16 per cent of the total amount of wheat flour and meal milled 
in Great Britain was produced by the C.W.S. and the S.C.W.S. 

There are over a thousand cooperative retail societies in 
Great Britain. Many of them are very large organiziations, es- 
pecially in the cities. The London Cooperative Society has over 
a half milKon members, served by more than 250 branch stores. 
Over 200 of these branches handle groceries and meat, but 

*®Cowden, Howard A, A Tnp to Cooperative Europe, North Kansas City, 
Mo. 1954 
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Others are department stores, drug stores, and other special 
shops. Members of the London Society may get permanent 
waves and theater tickets through their cooperative. They can 
also have their laundry done, have eye'glasses ground to pre' 
scription, or rent a bus from the same organi2;ation. 

This brief description is enough to show the extent to which 
the cooperatives m Great Britain have expanded their activities 
to produce and distribute a very wide variety of consumers’ 
goods to a large proportion of the British people. They have 
also been successful in providmg their members with banking 
and msurance services. The Cooperative Insurance Society is 
ovmed jomtly by the C.W.S. and the S.C.W.S. It has devel' 
oped an unusual kmd of insurance for members of local retail 
cooperatives, by which benefits are paid to dependents of mem- 
bers who die. The amounts of the benefits paid are in propor- 
tion to the average purchases from the retail society m the three 
years precedmg the death of the members. In this way the bene- 
fits vary, dependmg upon the consumer needs of the family. 
Members who are covered by this type of insurance pay no 
regular premiums. Instead they are charged a very small amount 
on all of their purchases. In 1937, this “premium” amounted 
to slightly over one cent for each five dollars’ worth of goods 
bought. The Cooperative Insurance Soaety also provides the 
more usual forms of accident, automobile, and life insurance. 
The Bankmg Department of C.W.S. is one of the three or four 
largest banking mstitutions m England 

The growth of cooperative enterprise m Great Britain mdi- 
cates that it has met with success in supplymg the needs of con- 
sumers. Some recent developments, which have arisen out of 
the war-time emergency, indicate further what advantages may 
be gained by consumers from an organization of their own. 
Indications are that the British Cooperatives may be about to 
experience the same kmd of rapid mcrease in membership as 
that which occurred during the World War of 1914-18. In- 
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crease in patronage became so great in 1914 and 1915 that the 
cooperatives had to close their doors temporarily and admit 
new members only by degrees m order that they might build 
up their sources of supply to meet the new situation.^® At that 
time, the mcrease was a direct result of rismg prices which 
often reflected war profiteermg. The consumers’ cooperatives 
maintamed prices as low as possible. The first report of a sim^ 
ilar situation at present came after the British government 
started its rationing system at the end of 1939. All British 
consumers were required to register with their regular mer- 
chants for their supphes of butter, bacon, and sugar. Smce each 
one has only one ration book for each product, and smce the 
books must be deposited with their merchants, the cooperatives 
might have expected the number of books registered with them 
to equal the number of their members. Instead, the first 452 co- 
operatives to report on the totals of their registrations, stated 
that, although they normally have only 3,942,507 members, 
5,735,719 have registered for bacon, 5,978,499 W butter, and 
6,849,285 for sugar These figures mdicate a 50 per cent m- 
crease m the number of people who mtend to buy these prod- 
ucts from cooperative societies. They know that the cooperatives 
can make no profit, and therefore believe that best protection 
against price increases lies in buymg from cooperative stores 

SWEDISH COOPERATIVES CURB MONOPOLIES 

Americans are probably more famihar with the progress of 
the consumers’ cooperatives m Sweden than they are with those 
of any other foreign country. Swedish cooperatives are respon- 

^^This increase in cooperative membership was not limited to Great Britain 
The Intemational'Co operative Alliance Bulletin published figures showing the 
percentages of increase in sales by cooperatives in various European countries 
m 1915 over their sales in 1914 The increases were 23 per cent in England, 
21 per cent in Scotland, 52 per cent in Hungary, 13 per cent m Austria, 45 
per cent in Finland, 45 per cent in Sweden, 26 per cent in Holland, and 44 
per cent in Norway 

^^Cooperative League News Service, Press Release, Dec 28, 1939 
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sible for a decrease m the prices of consumers’ needs through- 
out the whole nation, ^uld even the leaders of private busmess 
admit that this cooperative achievement has been of advantage 
to the public. Over one-third of the families in Sweden are 
members of cooperatives The cooperative stores have been 
leaders m developmg modern, scientific methods of merchan- 
dismg, and their leadership has resulted in attempts of private 
stores to follow them example. Studies have shown that prices 
are lowered in any community m which a cooperative store is 
established.^^ Because of the savmgs which they return to their 
members, and because they are strong enough to set their own 
lower prices and thus establish a lower price level which other 
retail stores must follow, cooperatives have contributed a great 
deal to the high standard of living which Sweden enjoys Ac- 
cording to studies by the International Labor Office, Swedish 
workers have a higher standard of livmg than that in any other 
European country, and ui the years just preceding the onset 
of the European war in 1939, the average per capita consump- 
tion of such essential food products as meat, eggs, milk, and 
other dairy products was higher in Sweden than m the United 
States.^® While consumers’ cooperation does not claim the en- 
tire credit for this progress, it has been a major factor m bring- 
ing It about. 

In 1899 local consumers’ cooperatives m Sweden united to 
form the Kooperattve Forbundet (Cooperative Union) , usually 
referred to as K F. At first the activities of K F. were limited 
to those of a center for information, education, and advice; 
but the members soon realised the advantages to be secured by 
addmg to its duties those of a central buying agency. Its suc- 
cess in pooling orders and buying m quantity lots for its mem- 
bers was so rapid that by 1906 a group of retail dealers 
succeeded in gettmg private manufacturers to cancel their agree- 

on Cooperative Enterprise, op cit, p 36 

“ Ibid , p 226 
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ments witK K.F., hoping that this might put their new coop' 
erative competitor out of business. But this attempt to handicap 
K.F. had an opposite effect. Instead of ceasmg operations, the 
buymg agency bought a warehouse, and K.F. began doing a 
regular wholesale business. 

Two or three years later a national association of retailers 
attempted to boycott cooperative enterprise. The margarine 
supply m Sweden was controlled by a cartel, or trust, which 
was able to set prices unreasonably high. The margarme cartel 
attempted to prevent K.F. from selling its product. After a 
lively struggle, the cooperative wholesale won, and a few years 
later K.F. began to manufacture margarme of a higher quality 
than had ever before been sold m Sweden, at prices lower than 
those of the cartel. The margarme monopoly in Sweden was 
at an end. 

Other attempts to handicap the early growth of K.F. met 
with similar results. Pressure on bafiks to get them to refuse 
credit to consumers’ societies resulted in the establishment by 
K.F. of its own savings department to furnish its ovra loan 
capital to member cooperatives. Attempts to defeat or delay 
cooperative development seemed to work only as an mcentive 
to advance and expand. 

The experience of K.F. with the mcirgarme cartel was the 
beginning of one of the most outstandmg achievements of the 
Swedish cooperative movement, its abihty to put an end to 
monopoly control of commodities m cases where such control 
was used to exploit consumers. It has succeeded m breakmg 
monopolies on flour, galoshes, and electric hght bulbs, by man' 
ufacturmg those products and sellmg them at lower prices. It 
has forced such powerful cartels as the international organiza' 
tion which controlled hght bulbs to lower their own prices m 
turn. 

K.F. has gone mto the production of many other kinds of 
goods. Among them are fertilizer, rayon, cash registers, cind 
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dishes. A recent threat to go into the linoleum industry resulted 
in an agreement on the part of the linoleum cartel to lower its 
prices 15 per cent. Whenever K.F. goes mto production, its 
products become a sort of yardstick by which standards of 
price and quality are set up which must be met by other manu' 
fecturers. K.F.’s motive is to enter the field of manufacturmg 
only m order to curb or break a pohcy of unfair prices. Private 
manufacturers know that as long as they provide consumers 
with good quality merchandise at fair prices, K.F. wiU make 
no attempt to compete with them. But they also know from 
experience that if they are exploitmg consumers by means of 
poor quahty or high prices, K.F. may enter the field. And this 
knowledge results in advantages which extend even to unor' 
ganized consumers, and to products which K.F. has not yet de- 
cided to manufacture 

“Trust-bustmg” is not the only achievement of K.F. Its 
wages and labor conditions are higher than the average m 
Sweden. It is famed for the modem architecture and equipment 
of Its stores and factories. It has organized fire, casudty, and 
life insurance companies. The artistic qualities of some of its 
products have won acclaim even in the United States. Coop- 
eratives m Sweden have made excellent progress in providmg 
cooperative credit and rural electrification, and have developed 
outstanding examples of cooperative housing. 

Swedish cooperatives play an important part m the field of 
education. A cooperative college selects and trains students for 
employment in the cooperative movement. Even more wide- 
spread IS the assistance given by the cooperatives to the devel- 
opment of adult education, through a very effective system of 
study-circles. KF. furnishes books, study outlines, other ma- 
terials, and suggestions for procedure, for the use of about 
3,000 active adult study groups with about 40,000 members. 

Hedbergj Anders, Swedish Consumers tn Cooperation, Kooperative For" 
btindet, Stockholm, 1937 
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The work of these groups is not hmited to the study of co' 
operation, or even to economic subjects, although these are 
emphasised. Many groups study subjects of general cultural 
value. K.F. pubhshes a weekly magasme which has the largest 
circulation m Sweden, and it is the largest publisher m the 
country of books on economic subjects. 

Although the cooperative movement in Sweden has met with 
the opposition of some private business groups, the leading 
business men in Sweden have expressed themselves in its favor 
This attitude is partly due to the pohcy of the cooperatives not 
to enter fields in which the consumer is already bemg satis' 
factorily served. It results partly from the fact that coopera' 
tives have taken the leadership m establishing high standards 
of retail trade. It is also due to recognition on the part of busn 
ness leaders that the cooperatives have succeeded in increasing 
the purchasing power of low-mcome groups of consumers, and 
that all business benefits from this increase in purchasmg power, 

COOPERATIVE DEVELOPMENT IN OTHER COUNTRIES 

Great Britain and Sweden are not the only European nations 
in which consumers’ cooperatives have made noteworthy prog' 
ress. Significant cooperative development has taken place in all 
of the Scandinavian countries. Until the German mvasion of 
Norway, the cooperative movement there was growing steadily 
in its activities and influence. In Denmark, cooperation has 
developed hand m hand with the educational movement repre' 
sented by the Danish Folk Schools. Together they have played 
a most significant part m transformmg this small agricultural 
nation from a land of tenant farmers to one of farm owners. 
Farmers’ marketing cooperatives m Denmark have grown to 
such an extent that their share of the import and export of some 
important products was as high as 91 per cent; and consumers’ 
cooperatives handled about IU /2 per cent of the total Danish 

Inquiry on Cooperative Enterprise, op cit , p 235 
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retail trade in 1938. Until the occupation of Denmark by Ger- 
many, cooperation played a very important role in Danish life, 
and was one of the prmcipal factors that had made Denmark 
known as a nation with little poverty and a high standard of 
living. But m Denmark, as m Norway, the fate of the coopera- 
tive movement is now m doubt, because of the occupation and 
control of those countries by Nazi Germany. 

The development of cooperation m Fmland began at about 
the end of the last century, when Finland was a grand duchy 
under the control of Russia. For the greater part of the nine- 
teenth century, the Czars of Russia had permitted a consider- 
able degree of self-government m Finland, but toward the last 
few years very definite attempts were made to “Russify” Fm- 
land, to restrict the Finns m their civil rights, their local self- 
government, and even the use of their own language. These 
encroachments of an autocratic government were resisted by 
the freedom-loving Finns Under the leadership of Hannes 
Gebhard, a scholar and teacher who had studied the develop- 
ment of cooperatives in western European countries, the Pel- 
lervo society was organized, for the purpose of fostering Fm- 
nish national spirit and of developmg cooperative organizations 
for improvmg the economic conditions of the people. This dual 
purpose resulted in a rapid and successful growth of Finnish 
consumers’ cooperatives, which, m 1937, represented between 
25 and 30 per cent of the nation’s total retail trade, and over 
50 per cent of the total population of Finland. Two large na- 
tional wholesale societies serve their member retail cooperatives. 
Cooperative factories, owned by consumers, produce matches, 
lumber, brushes, flour, margarme, hosiery, chemicals, and cloth- 
mg. The Fmnish cooperatives, in spite of the hardships and 
destruction resultmg from the Russian mvasion m 1939, are 
now playmg an important part in the rebuildmg of their nation. 

In the httle country of Iceland, cooperatives serve about 50 
per cent of all the people. They own a woolen mill, a dothmg 



296 OUR INTERESTS AS CONSUMERS 

factory, shoe, soap, and glove factories. They have introduced 
great improvements m the marketmg of meat. An unusual ac' 
tivity of cooperatives in Iceland, as reported by their delegates 
to a meetmg of the International Cooperative Alliance, is the 
piping of hot "water from the natural hot sprmgs into green- 
houses and homes for heatmg purposes. The Icelandic coopera- 
tive wholesale society has branch offices m Scotland and Den- 
mark, through which to arrange for purchcising and importing 
products needed by its members. 

Cooperatives have been developed by consumers in most Eu- 
ropean nations. Belgium, Cziechoslovakia, Austria, and France 
all had cooperative movements of importance; but their future, 
now that those countries are occupied and controlled by a to- 
talitarian Germany, is extremely uncertam. Germany itself, and 
Russia and Italy as well, had consumers’ cooperatives of many 
kmds. Some had been outstandmg in their success. But with 
the rise to power of totalitarian dictatorships in these coun- 
tries the cooperative movements have been destroyed. Coopera- 
tives m Switzerland have made unusual progress, and m some 
Swiss cities more than half of the total business is done co- 
operatively. Cooperatives m some parts of Ireland have shown 
a tendency to supply all kmds of goods and services through 
one single organization embracmg most of the activities in the 
community.^® 

In Latin America the consumers’ cooperative movement is 
only beginnmg. In Argentina most of the cooperatives which 
handle goods are m the rural areas, but there has been an ex- 
tensive development of cooperative electricity societies in the 
cities. Unlike the conditions in rural United States, where no 
supply of electricity was available until it was provided by co- 
operatives, the consumers in Argentma cities did have access 
to electricity, but the unsatisfactory service and unreasonable 

^For further descriptions of cooperative development in European countries, 
sec: Inquiry on Cooperative Enterprise in Europe, op cit,, Part III 
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rates gave consumers the mcentive to provide themselves with 
electric service In 1938, 63 of these cooperative electricity sO' 
aeties had been able to provide electric current at half the price 
charged by the private companies, and still earn 6 per cent on 
their capital mvestment. Another large South American coun-' 
try, Brazjil, has developed some consumers’ cooperatives, most 
of them providing credit to their members, but some providmg 
goods. In Chile there is an awakenmg mterest in cooperation, 
represented by over 50 consumers’ soaeties organized withm 
the past few years. The Mexican government is actively em 
couragmg the growth of cooperatives by providmg assistance 
m organiziation and in educational work, and even a correspond' 
ence school. There are about 1,000 consumers’ cooperatives m 
Mexico, most of which have been formed smce 1934.^'^ 

The cooperative movement m Canada is extensive m agri- 
cultural areas, and is showing steady growth. In many regions 
Its story is similar to that of cooperative development in parts 
of the United States. But the most unusual and significant de- 
velopment of cooperative enterprise m Canada is that which 
has taken place durmg the past few years in Nova Scotia and 
the Maritime Provinces on the eastern seacoast. 

The leadership m the cooperative development m Nova 
Scotia centers in St. Francis Xavier Umversity in Antigonish, 
through its extension department. Educators at “St. F.X.,’’ as 
the University is usually called, had tried the usual forms of 
education, and had found that they were not enough to enable 
people to solve their economic problems. They beheved that the 
job of the University was to reach all of the people m their 
area, rather than only the few who could afford a college edu- 
cation. And so the task of their extension department was to 
provide adult education m aU localities withm reach. The type 
of adult education that would be most worth while would be 
something more than a mere study of subjects m which people 

The People’s Tear Boo\, op cit , pp 204^243 
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might have an interest. It should be the kind of study that 
' would give the students the knowledge and ability to do some- 
thing constructive to improve their own conditions. 

Most of the people who live m the territory served by St. 
F.X. are fishermen, mmers, and farmers. Their economic con- 
ditions were very bad. But the leaders m the University Ex- 
tension Department beheved that the best and soundest method 
of improvmg those conditions would be through the efforts of 
the people themselves. In order that the people might do that, 
education was necessary. Mass meetings were held, and study 
groups were organized. For the most part the members of these 
study groups taught themselves, with the aid of advice and ma- 
terials provided by St. F.X. They studied the methods and 
prmciples of cooperation as a way to improve their standard 
of hving. Study led to action. Often they began with a credit 
union, because it met an immediate need, because it did not 
require buildmgs or equipment, and because it would enable 
them to finance other enterprises later. They organized stores. 
They organized cooperatives for the purpose of canning and 
marketing their fish. Some began cooperative medical service. 
A cooperative wholesale was established. 

One of the most interestmg cooperative achievements in 
Nova Scotia has been in the field of cooperative housmg. In 
the town of Reserve Mmes consumers had conducted a study 
group, organized a credit union, and organized a store. They 
wanted to start something new, and they decided to build 
houses. Most of the houses m Reserve Mines are two-family 
houses, 50 or 60 years old, and most of them look like all the 
others. They have no cellars, few lawns. The floor boards of 
many of them rest on the ground The mmers who live in them 
get low wages, and pay rent of about $10.00 a month. The 
group of cooperators who decided to build houses could not 
afford to pay much more than that. But they began to meet 
weekly to study housmg and to find out how they could secure 



CONSUMERS COOPERATE 


299 


good homes of their own. The story of their efforts, as told by 
the American woman who assisted them m organizmg their 
cooperative, and plannmg and building their houses, reads al- 
most like fiction.^® They planned carefully and sought expert 
advice. They hired experts for the most difficult part of build- 
mg, but did much of the work themselves. They kept complete 
records of their costs m little notebooks called scribblers. "'J^en 
they finished buildmg their little town of “Tomkinsville” they 
had clean, attractive, well-built homes, with room for lawns, 
gardens, and playgrounds. They had more modern conven- 
iences than they had known before. And their monthly pay- 
ments on their houses were $9 65, plus a contnbution of $2.50 
to a reserve fund to be used for repairs and to make the pay- 
ments of a member who might be temporarily unable to con- 
tmue his mstallments. 

The success of the development of adult education and eco- 
nomic cooperation m Nova Scotia has aroused widespread m- 
terest throughout the United States and Canada The methods 
used have set an example which is bemg followed m many 
other places in both countries.®® 

INTERNATIONAL COOPERATIVE ORGANIZATION 

The International Cooperative Alliance was established m 
1895, and is an association of national cooperative federations 
of 35 nations. Delegates from these nations meet m a congress 
held every third yeair. Through the Alliance, cooperative or- 
ganisations throughout the world work together to further 
their objectives and to promote the ideals of cooperation. The 
Alliance has an mtemational study center at its headquarters 
in London, it conducts annual international cooperative schools, 
it collects and distributes information, publishes the Review of 

Arnold, Mary E , The Story of Tom\insville, The Cooperative League, 
N Y, 1940 

For an account of the cooperative development in No\a Scotia by one of 
Its leaders, see Coady, M M , Masters of Their Own Destiny, Harper, 19^9 
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Internattonal Cooperation, and maintains friendly relations 
among the cooperative organisations of all countries. One of 
its aims is the promotion of universal peace through coopera- 
tion. The People’s Tear Boo\ for 1940 states that 70 million 
consumers, and their f amili es are represented in the •organisa- 
tions which are members of the International Cooperative 
Alliance. 

The International Cooperative Wholesale Society has a 
membership consistmg of the prmcipal wholesale cooperatives 
of European countries and of the United States. It is a federa- 
tion for the purpose of promotmg international trade between 
cooperatives of different countries. 

AN EVALUATION OF CONSUMERS’ COOPERATION 

To evaluate any activity, organisation, or institution, we 
must consider two factors: first, its aims and purposes; and, 
second, the extent to which it has achieved or can achieve those 
aims. If we find that its aims are worthy ones, that the ac- 
complishment of Its purposes would improve our conditions, 
and that the methods it uses are such that its purposes can be 
accomphshed, then we decide that the activity which we are 
considering is of value, and we support it. If we do not approve 
of its aims and methods, or even if we do approve of them but 
find that they are impossible of achievement, then our decision 
is against such activity. It is the duty of each ati2;en in a de- 
mocracy to be able to evaluate intelligently all of the issues on 
which he may be called upon to make a decision. 

It is important, therefore, for consumers to be able to evalu- 
ate the cooperative method. For, as consumers, we make de- 
cisions whenever we make purchases. If we patronise one form 
of busmess, we are supportmg that busmess. In other words, 
we “vote with our dollars” m the way we spend them. There 
are many different opmions about consumers’ cooperation in 
the United States. If we are to make our own decisions wisely. 
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we should consider those opinions and try to find out how well 
founded they are 

A large proportion of the people in the United States prob' 
ably have no very definite opinion about cooperatives. Many 
do not even know what cooperatives are. But each year more 
of them are finding out about cooperatives, and are for min g 
their opinions. People who are active in the cooperative move' 
ment are enthusiastic supporters of it. They devote consider' 
able time and energy not only to working for its success but 
also to persuading other people of its value. They do this be' 
cause they believe it can improve the condition of the consumer 
and help to develop a better economic hfe. Representative 
bodies of all of the major faiths in the country, Protestant, 
Catholic, and Jewish, have endorsed the cooperative movement 
because they beheve that the prmaples of cooperative enter' 
prise are in accord with the ethics of all great religions, and 
because they believe that cooperatives may be able to contribute 
to better conditions. The leaders of the two major pohtical par- 
ties have endorsed the development of consumers’ cooperatives. 

But, on the other side, there are some who vigorously op- 
pose cooperative development. Some of diem oppose it because 
It seems to them to be a new method, one that is in competi- 
tion with another method which they favor. Whenever a new 
kmd of business develops there is opposition from the older 
form whose place the new one takes. There is often a fear that 
the new form of enterprise may destroy somethmg of value m 
the older form, or that it may brmg about unforeseen or unde' 
sirable results. This fear is usually unfounded, for new insti' 
tutions are likely to succeed and grow only if they are able to 
contribute as much or more to the satisfaction of the needs of 
the people as the older mstitutions have contributed. 

Different forms of consumers’ cooperative enterprise receive 
different degrees of opposition. Practically no one opposed the 
development of the farmers’ township mutual msurance com' 
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panics a century ago, because they were small organiZiations 
growing up to satisfy an urgent need which no existing busi' 
ness organization was willing to attempt to satisfy. The same 
situation has to a large extent applied to credit unions. We 
have seen that when the Federal Credit Union Law was passed 
in Congress, there was no dissenting vote. On the other hand, 
the development of cooperative retail stores seems to brmg 
about a greater degree of opposition, because they operate m 
direct competition with thousands of other business enterprises. 
It is frequently said that the cooperative store will elimmate 
the small storekeeper who has contributed so much to the serv- 
ice of the community. But most small storekeepers themselves 
are not nearly so concerned with opposing cooperatives as they 
are with opposmg cham stores and super-markets, because they 
know that at present the latter organizations are a far greater 
threat to their existence. Some of them, recogmzmg their weak- 
ness m trying to compete with the tremendous buymg power 
and financial strength of the chain stores, deade that they 
would rather be managers of cooperative stores than be forced 
out of busmess by the chains. They see that through their co- 
operative wholesales it is possible for cooperative stores to de- 
velop a large volume and thus be able to meet the chains m 
buying power; at the same time, unlike the chams, they con- 
tmue to return savmgs to members of the local community and 
mamtam democratic control. 

The attitude of private business enterprise toward coopera- 
tives varies considerably, but perhaps one of the best sources 
of information with regard to that attitude may be found in the 
report of the Domestic Distribution Department Committee 
of the Chamber of Commerce of the United States. This report 
does not oppose consumers’ cooperatives, in the sense of advo- 
cating any action to prevent consumers from organizing and 
operating their own business enterprises. It does believe, how- 
ever, that private business can do better than cooperatives can. 
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given an equal chance, and therefore it opposes any form of 
government assistance to cooperatives To quote from the 
report 

“During the development of the commercial hfe of the 
United States there has been developed a great variety of re' 
tailmg organizations. With shifts in population and with 
changes in consumers’ desires, new forms of retailing have been 
devised. These newer forms of distribution frequently are com- 
petitive with busmesses earlier established. A retailer who 
through the excellence of the services which he has rendered, 
obtains an important position in his locality, cannot complam 
against a new form of competition. So long as such competi- 
tion remains on a fair and equal basis and contains no element 
of government subsidy, competent American merchants can be 
counted upon to pit their experience and skill agamst all 
rivals.’’®® 

The Chamber of Commerce Report does object to govern- 
ment aid to cooperatives, which, it states, has tciken three forms 
in the United States- “(1) Through the passage of laws by 
34 states permitting the mcorporation of cooperatives under 
special charters, (2) through grantmg of tax exemptions, and 
(3) through aid given in the form of financmg and technical 
advice.”®^ 

With regard to the first form of government action, these 
cooperative laws, providmg special charters of mcorporation 
for cooperatives, are merely laws that permit cooperatives to 
operate accordmg to their prmciples. Without these laws, it 
was usually impossible for cooperatives to incorporate and still 
follow the Rochdale principles, because the only existing laws 
required such provisions as one vote for each share of stock 
and the use of a system of proxy votmg Such special laws. 

Domestic Distribution Department Committee, Chamber of Commerce of 
the United States, Cooperative Business Enterprises Operated by Consumers 
Washington, 1936, pp 30' 31 

Chamber of Commerce Report, p 22 
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which allow cooperatives to follow the principle of one vote 
per member, or that of the return of patronage dividends to 
members m proportion to their patronage, or limiting the 
amount of interest on shares, can hardly be considered a subsidy 
to cooperatives from the government, unfair to private business. 

With regard to tax exemption of consumers’ cooperatives, 
it is so httle m evidence m the United States that the objection 
on the part of the Chamber of Commerce was probably aimed 
at a fear that some future tax exemptions might be granted. It 
IS true that in many cases the amount of net earnmgs which is 
returned to consumers in the form of patronage dividends is 
not subject to mcome tax, but this is because it is really not 
mcome to the cooperative, but represents an “overcharge” to 
be returned to the patrons. Private business is itself so accus' 
tomed to government eissistance m the form of tariffs on im' 
ports, that it recognizes the effects which can result from the 
use made of the government’s power to levy taxes, and wants 
to prevent such power being used to favor one form of business 
enterpnse against another. 

The objection to government aid given m the form of financ' 
ing and technical advice also must be aimed at a fear of future 
aid which might be given. The report mentions that substan- 
tial financial assistance has been given to producers’ coopera- 
tives. This assistance has been in the form of loans made to 
farmers’ cooperatives, and although it does not apply to con- 
sumers’ cooperatives, it should perhaps be mentioned that loans 
made to farmers’ organizations are more than counterbalanced 
by loans made by the government to such pnvate business en- 
terprises as banks and railroads, through the Reconstruction 
Finance Corporation. The only financial assistance which the 
Report mentions as being given to consumers’ cooperatives is 
that of loans to rural electrification cooperatives. But, as we 
have already seen, the Rural Electrification Act provides for 
government loans, for the purpose of building rural electrifica- 
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tion lines, to private companies, at the same rates and with the 
same assistance as those to cooperatives. Some private com' 
panies fiave taken advantage of these loans. The fact that more 
cooperatives have done so does not make this loan policy of the 
government one which discrimmates unfairly against private 
business. As to the information and technical advice, here too 
the government offers such services to private businesses as 
weU as to cooperatives. 

With respect to government aid, cooperatives themselves are 
in agreement with the Chamber of Commerce. Leaders m the 
consumers’ cooperative movement want no special assistance. 
The Cooperative League of the U. S. A., at its congress in 
Columbus, Ohio, in 1936, went on record as opposed to sub- 
sidles from the government. Cooperatives want only equahty 
with other forms of busmess enterprise. 

Some of the opposition to consumers’ cooperative enterprise 
arises out of a misunderstandmg of what consumers’ coopera' 
tion really is. Sometimes cooperation is confused with socialism, 
although m most respects the two are directly opposite. So' 
aahsm advocates government ownership and control of mdus' 
try, while cooperation advocates private ownership by com 
sumers. Under sociahsm all people would be compelled to share 
in the ownership, and to contribute, through funds raised by 
taxes, to government enterprise. Under cooperation, sharing 
in the ownership by investment of capital is entirely voluntary. 
There are so many forms of socialism that statements applying 
to all of them cannot be too specific, but all soaalist theories 
advocate the extension of government activities into the eco' 
nomic field to a greater or less degree. On the other hand, cO' 
operation advocates the performance of as many economic ac' 
tivities as practicable by voluntary organisations of consumers 
And finally, the aim of cooperation is to extend the private 
ownership of more thmgs to more people, rather than the 
limitation or elimination of private ownership. 
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There is much evidence to show that in the field of quadity 
and honest labeling of food products, the cooperatives m the 
United States are making considerable progress. In order that 
private busmess might learn what attracts members to the co- 
operative store movement, the magaijme Sales Management 
published a report of a survey on that subject made by the 
Ross Federal Research Corporation. This survey was made 
among 400 members of nine retail cooperatives m cities in 
eastern United States. The cooperative stores chosen are typi- 
cal of many throughout the country. Three of them are among 
the largest and best managed stores, two are badly managed, 
and the others are average. The primary purpose of the survey 
was to discover the most important reasons why people belong 
to cooperatives A set of fifteen reasons was formulated, and 
the 400 members were asked to rate each reason according to 
its importance. The answers showed that the most important 
reason, one considered vitally important by 88.5 per cent of 
those who answered, was that- “Cooperatives can be depended 
upon to tell the whole truth about merchandise.” The next 
most important reason, rated vitally important by 80.3 per cent, 
was that: “Even where there is no money saving, the coopera- 
tive member may reasonably expect better quality.” Other rea- 
sons given high ratings were. “The fact that more than 600 
items are now available under a uniform co-op label contributes 
highly to the convenience cind ease of purchasing,” 74.3 per 
cent; “Brand gradings and labelmg are more explicit and un- 
derstandable than m private stores,” 72 8 per cent, “Coopera- 
tives are the beginning of a new and better way of life based 
on the ideal of human cooperation, each for all and all for 
each,” 69.5 per cent; and “Cooperatives are a protection agamst 
monopoly prices and practices of private mdustry,” 65.2 per 
cent.®^ Most of the members questioned believed that the prices 

‘"What Attracts Members to the Cooperative Store Movement*^” Sales 
Management, May 15, 1940 
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m the cooperative stores were about the same as those of near-by 
chains and super^markets, but their answers show definitely 
that they believed that the cooperatives furnished them with 
better quality and more complete and honest information. 

History seems to show that democracy is safe only when 
all of the people have an opportunity to secure to a reasonable 
degree the necessities of life. In a time like the present, the 
preservation of democracy requires die exertion of all possible 
effort to see that aU of our people have a chance to achieve 
economic security. Consumers’ cooperation works toward that 
end. But it does more than that. It emphasises the idea that it 
IS up to the people to do their share to provide themselves with 
economic security. Instead of encouraging consumers to blame 
others for their conditions, or to demand that government 
should provide them with an mcreasing number of their needs. 
It develops activity on the part of the people themselves. It not 
only emphasi2;es the ideal of the responsibility of mdividuals to 
take part m democratic activity, but it demonstrates that this 
ideal is workable, and that ordmary people can accomplish very 
significant achievements if they work together m democratic 
organisations. And it exerts every possible effort to provide the 
people with the education and training necessary for intelligent 
participation in such activity. 

Each successful achievement, however small, which is reached 
through democratic effort, serves to confirm the faith of those 
who participated in that achievement in the value of the demcK 
cratic method. To the extent that consumers’ cooperatives can 
contnbute to an increase in faith in democratic procedure, an 
understanding of problems of democracy, and a recognition of 
the duty of each mdividual to assume his share of the response 
bility of making democracy work, it will make a valuable con^ 
tnbution to the kind of life which we regard as the American 
ideal. 


««««««« »»»»»»» 
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SUGGESTED ACTIVITIES 

1. The statement is often made that “Cooperation arises as a 
result of need.” Discuss this from the pomt of view of informal 
cooperation on the part of American pioneers, of the-founders 
of the Rochdale Society in England, of those who organizied 
some modem cooperative m the United States. 

2. If there is a consumer cooperative organisation in your com' 
munity, visit its principal place of busmess and interview its 
manager, officers, and members. Fmd out the reasons why it 
was started, what its chief aims and purposes are, the ways in 
which It follows the Rochdale principles. Interview civic lead' 
ers and those m private business, as well as those m cooperative 
busmess, to find out what they think are the chief advantages 
and disadvanagtes of cooperation. Try to classify and analyze 
the rephes. 

3. Make a chart or table m which you compare and contrast a 
consumer cooperative with an ordmary corporation from the 
followmg pomts of view: who furnishes the mitial capital; how 
is the busmess controlled; how is voting conducted, who may be' 
come members or shareholders; how the eammgs are distributed. 

4. Read about and make a report on the life and achievements 
of one of the noted cooperative leaders: Hannes Gebhardt m 
Finland; Bishop Grundtvig in Denmark; Kagawa m J^an; 
Edward A. Filene in the United States, Robert Owen in 
England. 

5. Consult references for individual or group reports on co' 
operatives in other coimtries. Some interestmg topics include: 
the “trust'busting” activities of Swedish cooperatives; the de' 
velopment of credit and medical cooperatives in India and 
Japan; the generabpurpose cooperatives m Ireland, coopera' 
tives in Switzerland, especially their development in Basle. 
Some good references are: Goslin, Cooperatives, Baker, Coop' 
eratwe Enterprise in Europe; Tereshtenko, The Problem of Co' 
operative Medicine; and the Encyclopedia of the Social Scr 
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ences. (See also References, pages 318 to 328). These reports 
might be presented to the class by means of stones, or by drama' 
ti2;ed accounts of cooperators from different countries. 

6. Read and report on the Public Affairs Pamphlets, Credit 
Unions, -the People’s Ban\s, Credit for Consumers, and Loan 
Shares and Their Victims. Investigate the need for consumer 
credit m your community, including m your study the kinds of 
lending agencies available to consumers and the actual interest 
rates they charge. Interview the officers and members of a local 
credit union to find out the advantages it offers to its members. 
Write to the Credit Union National Association at Madison, 
Wisconsm, for information on credit unions in your state. 

7. Read a current mageizme article on the development and 
progress of some plan for cooperative medical care. What ad' 
vantages or disadvantages do you see in the plan? Read and 
report on Dr. Michael A. Shadid’s book, A Doctor for the 
People (Vanguard) . Analy 2 ;e arguments for and against coop' 
erative medicme as given m Tereshtenko, The Problem of Co' 
operative Medicine. 

8. If there is a township mutual insurance company m your 
locality find out how long it has existed and what its premium 
rates are. Compare these rates with those of other companies. 

9. Write to a cooperative wholesale in your part of the coun' 
try for mformation and material on its history, purposes, and 
services to its members. If you do not know where such a 
wholesale is located, such infonnatiPn' can be secured from the 
Cooperative League of the U. S. A., 167 West 12th St., New 
York, N. Y., or 608 S. Dearborn St., Chicago, Illinois. 

10. Make a list of various kinds of consumer cooperative asso' 
ciations m the United States, mdicatmg the kinds of goods they 
handle or services they perform. Which do you think are of 
most value to consumers? 

11. Write a brief article explaining reasons you would give 
for jommg a consumer cooperative association, or reasons you 
would give for refusing to join. 
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CHAPTER XII 

THE SIGNIFICANCE OF OUR 
INTERESTS AS CONSUMERS 


W e have seen that our interests as consumers are so ex'* 
tensive that if we could achieve them all we would come 
pretty close to livmg m an ideal world. They mclude the satis' 
faction of our primary daily needs of food, clothmg, and shelter, 
as well as security m the knowledge that we shall not be with' 
out the means to obtam those necessities in thfe future. They 
mclude the vitally important factors of education and recrea' 
tion. They also include the needs of all people for the spiritual 
and cultural values that make life more worth while. The abil' 
ity to solve our problems as consumers is therefore one of major 
importance to us all. 

In the foregomg chapters we have exammed some of our 
major consumer problems in an attempt to discover how they 
have arisen, why they exist, and how they might be solved. 
We have seen that we consumers ourselves are usually respom 
sible when our mterests have been neglected. We have looked 
at some of the ways by which consumers are trymg to remedy 
such neglect. We have not tried to come to an agreement as to 
which methods of solution might be the best m all cases, be' 
cause that is a decision which each mdividual must make for 
himself. But we recognize that if individuals are to make such 
decisions wisely they must understand the problems and know 
the facts necessary for their solution. 

Our mterests as consumers do not exist by themselves. They 

310 
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are closely related to other interests of major importance, which 
should be mentioned even if they cannot be discussed here. 
Our interests as producers are so closely allied with our inter' 
ests as consumers that problems relatmg to one cannot be solved 
without, a recognition and consideration of problems related to 
the other. Most adults are producers as well as consumers. As 
producers they want better incomes and better working con' 
ditions. Workers want higher wages, and farmers want better 
prices for the products of their labor. As consumers we want 
lower prices, but no intelligent consumer wants lower prices at 
the expense of a fair wage to labor or a fair price to the farmer. 
Nor do laborers benefit by increased wages if the extra income 
which they get is more than counterbalanced by the increased 
prices which they pay. 

In the long run, problems of producers and of consumers 
must be solved in relation to each other. We are producers 
only because we are consumers, and we want to improve our 
conditions as producers in order to be able to consume more. 
We want to develop increased production m order that we 
may use more consumer goods and services. Careful scientific 
studies show that, although we have heard much about over' 
production and surpluses, there is great need for mcreased 
production if all of the consumers of the country are to have 
enough goods and services to provide the standard of living 
that we all want. As producers we will receive the benefit of the 
increased employment required to provide the standard of liv' 
ing which, as consumers, we are trymg to achieve. 

Our interests as consumers are also closely related to our in' 
terests as citizens. As citizens we are mterested m good gov' 
ernment. We have already seen how great a part is played by 
government activities and governmental pohcies m providing 
consumer needs and m influencmg the position of the consumer. 
As consumers we cannot afford to forget the importance of our 
democratic form of government. Nor can we overlook the tre' 
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mendous effects which international affairs have on our inter' 
ests. We need only to consider how many of the products we 
use come from foreign countries, and how much of the goods 
we produce is sold in other parts of the world, to realize how 
our interests are tied up with world affairs. If consumers m 
other nations cannot afford to buy the products of our factories 
and farms, and if conditions of war mterfere with international 
trade, consumers in America suffer as a result. Therefore as 
consumers and as citizens we must be concerned with the de' 
gree of prosperity in other parts of the world, with the deveb 
opment of foreign trade, with the mamtenance and defense of 
American democracy, and with the establishment of interna- 
tional peace. 

The task of satisfymg our interests as consumers through 
democratic action offers to the individual an uhusual oppor- 
tunity for action which is directed at the same time toward 
improvement of his own condition and toward improving the 
conditions of others. Each person must necessarily direct his 
efforts toward providing his own and his family’s needs, yet 
each person also feels an urge to do what he can toward the 
broader ideal of human progress. Because of the interdepend- 
ence of modem society, it is impossible for the individual con- 
sumer to have much direct, personal contact with the compli- 
cated machinery of production and distribution through which 
his desires are attamed. He must work with and through many 
others, and he must recognize that his desires are closely re- 
lated to theirs. He cannot, m the long run, hope to secure his 
own personal well-being unless they, too, can do likewise. The 
democratic method in political and economic hfe has evolved 
to enable mdividuals to achieve together a goal that they cannot 
achieve separately, a goal which represents their own self- 
interest as well as their ideals of human welfare. 

It is because we live m a democracy that our problem is a 
hopeful one; we know we may take part in its solution. We 
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cannot blame others too much if we have not been able to at' 
tain our needs and desires, since we are free to do our part to 
attain them. We may achieve them through education, through 
the exercise of our buymg power in choosing the goods and 
services we want, through our government, or through work- 
ing with other consumers in cooperative organi2;ations. It is 
also because we live in a democracy that we must assume our 
responsibility for our own problems, and learn enough about 
them to make wise decisions. The task we face is two-fold, and 
its different phases cannot be separated from each other We 
must satisfy our major interests as consumers if we are to con- 
tinue to hve in a democratic society, and we must maintain and 
extend our democracy in order to achieve our mterests as 
consumers. 
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TEXT MATERIAL FOE. THE TEACHER 

The following axe some of the most valuable recent books on 

consumer economics on the adult and college level. 

Burley, Orin E., The Consumers’ Cooperative as a Distnbu' 
tive Agency. McGraw-Hill, N. Y., 1939 

Coles, Jessie V., The Consumer'Buyer and the Mar\et, John 
Wiley and Sons, N. Y., 1938 

Gordon, Leland J., Economics for Consurhers, American 
Book Co., N. Y., 1939 

Hoyt, Elizabeth E., Consumption in Our Society, McGraw- 
Hill, N. Y., 1938 

Kyrk, Hazel, Economic Problems of the Family, Harper, 
N. Y., 1933 

Reid, Margaret G., Consumers and the Market, Crofts, 
N. Y., 1939 

Vaile, R. S., and Canoyer, H. G., Income and Consumption, 
Henry Holt, N. Y., 1938 

Waite, W. C., and Cassady, Ralph, The Consumer and the 
Economic Order, McGraw-HiU, N. Y., 1939 

Wyand, Charles S., The Economics of Consumption, Mac- 
millan, N. Y., 1937 

OTHER REFERENCES OF ESPECIAL VALUE TO THE TEACHER 

Gabler, Werner K., Labeling the Consumer Movement, 
American Retail Federation, 1627 K St., N.W., Wash- 
ington, D. C., 1939 

An analysis of the various groups and organizations ac- 
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tive in promoting consumer interests, and a summary of 
their activities 

Institute of Consumer Education, l^ext Steps m Consumer 
Education (1939), and Maying Consumer Education Ef' 
fective (1940), Institute of Consumer Education, Ste- 
phens College, Columbia, Missoun 
Proceedmgs of first and second national conferences on 
consumer education, held at Stephens College The reports 
include the speeches made and summaries of discussions 
that took place. Valuable mformation on materials as well 
as on the problems, aims, and methods of consumer ed- 
ucation. 

National Education Association, Consumer Cooperatives, 
National Education Association of the U. S., 1201'16th 
St. N.W., Washmgton, D. C., 1940 
Report of the Committee on Cooperation of the N.E.A., 
contammg a discussion of consumer cooperation, illus- 
trative teaching units, a study guide, and bibhography. 

Twentieth Century Fund Distribution Committee, 
Does Distribution Cost Too Much‘S Twentieth Century 
Fund, N. Y., 1939 

A review of the costs involved m current marketmg meth- 
ods, and a program for improvement recommended by 
the committee on distribution (Willard L. Thorp, Stuart 
Chase, Alvm Dodd, John P. Frey, Carl L. Hamilton, 
Helen Hall, Hector Lazo, Paul H. Nystrom, and Robert 
G. Stewart). 

U. S. Office of Education, Credit Problems of Families, Su- 
perintendent of Documents, Washmgton, D. C., 1940 
Suggestions for teachmg credit problems on high school 
and adult levels. 

WiETiNG, Maurice, A Curriculum Study Guide on Con' 
sumption and Consumership, Curriculum Laboratory, 
Teachers College, Columbia University, N. Y., 1939 
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SOURCES OF INFORMATION REGARDING CURRENT MATERIAL 
IN .THE FIELD OF CONSUMER EDUCATION 

Consumers' Bookshelf, Superintendent of Documents, Wash- 
ington, D. C. 

A bibliography of pubhcations on commodity buying and 
other consumer problems. Prepared by the Consumers’ 
Counsel Division of the A.A.A., and the Consumers’ 
Project m the U. S. Department of Labor. Includes ma- 
terial published by the federal government, state govern- 
ments, educational institutions, and private agencies. 
Consumer Services of Government Agencies, Consumers’ 
Counsel Division, Agricultural Adjustment Admmistra- 
tion, Washington, D. C. Free 

Contains brief paragraphs describing work of government 
agencies relatmg to consumer problems, and annotated^ 
hsts of free and inexpensive government publications. 
Materials for Consumer Education, A Selected Bibliography, 
Consumers Counsel Division, Agricultural Adjustment 
Administration, Washington, D. C. Free to teachers 
Mann, G. C (Comp.), Bibliography on Consumer Education, 
Harper, N. Y., 1939 

An annotated bibliography which mcludes periodical and 
pamphlet material as well as books. 

PERIODICALS DEVOTED TO CONSUMER EDUCATION 

Consumer Education, A T^ews Letter, Institute of Consumer 
Education, Columbia, Missouri, monthly, except July, 
August, and September 

Consumer Education Service, News Letter and Miscellaneous 
Publications, American Home Economics Association, 
620 Mills Bldg., Washmgton, D. C. 

Consumer Education Journal, Consumer Education Associa- 
tion, 45 Sunnyside Avenue, Brooklyn, N. Y. Quarterly 
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Consumers’ Guide, Consumers’ Counsel Division, Agricultural 
Adjustment Admimstration, Washmgton, D. C. Monthly 

FILMS 

Consumers Serve Themselves. A color film showmg the actual 
operation of a cooperative store, the testing kitchen of 
the Eastern Cooperative Wholesale, and its warehouse. 
1 reel, 16 mm., approximately 15 minutes. Mimeographed 
explanatory script included. $2.00. Eastern Cooperative 
League, 135 Kent Ave., BrooHyn, N. Y. 

Cooperative Movement tn V/isconsin. 3 reel. $2.25. Bureau 
of Visual Education, University of Wisconsin, Madison, 
Wisconsin 

Getting Your Money's Worth. 1st edition, How to buy shoes 
and milk; 2nd edition. Lead toys, cold cream, powder, 
razior blades; 16 mm., sound or silent; and 3rd edition. 
How to buy used cars, 16 mm , sound only. Each edition 
is 1 reel, approximately 10 minutes, and costs $3.00. 
Lenauer International Film, Inc., 202 W. 58th St., New 
York, N. Y. 

Know Tour Coal. The story of coal, from its mining, washing, 
transportation and dehvery to the consumer, including 
how to use coal in order to get the most heat for your 
money. Loaned to schools, clubs, and other interested 
groups that wiU pay transportation charges, 2 reel, soimd. 
16 mm. and 35 mm. Consumers’ Counsel, National Bn 
tummous Coal Commission, Washington, D. C. 

Protecting the Consumer. The problems of short weight, mis' 
labehng, deceptive contzuners, and other fraudulent prac' 
tices. 16 mm., 1 reel, sound. $2.00. Division of General Ex- 
tension, University System of Georgia, Atlanta, Georgia 

The House Without a Landlord. Cooperation as practiced at 
the Amalgamated Housing Corporation Apartments in 
New York. 16 mm., 3 reels, approximately 45 minutes. 
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$3.00. Eastern Cooperative League, 135 Kent Ave., 
Brooklyn, N. Y. 

The Lord Helps Those — Who Help Each Other. Pictures of 
the hfe m Nova Scotia and the development of coopera- 
tives and credit unions among the miners and fishermen. 
3 reels, 16 mm., approximately 45 mmutes. $4.50. Eastern 
Cooperative Wholesale, 135 Kent Ave., Brooklyn, N. Y. 
Travelling the Middle Way in Sweden. Shows striking devel- 
opment of cooperatives in Sweden. 2 reels, 16 mm., ap- 
proximately 30 minutes. $3.00. Eastern Cooperative 
Wholesale, 135 Kent Ave., Brooklyn, N. Y. 

Note: These are only a few suggestions with regard to movies 
available for use as teaching aids. The number and variety of 
moving pictures, film strips, and other visual aids are constantly 
increasing. Divisions or departments of visual education in 
many universities and m some state departments of education 
give up-to-date information on such educational films. A Di- 
rectory of Film Sources, frequently revised, published by the 
Victor Animatograph Corporation, Davenport, Iowa, is one of 
the most comprehensive lists of film sources available. It reports 
on films available from government sources, educational and 
religious agencies, industries, film producers and distributors, 
and local film hbraries. It indicates which films are suitable for 
schools, and which are loaned free to schools. 

GEHERAL REF EREHCES 

Note: The broad field of consumer interests offers excellent 
opportunities to make use of the usual reference materials found 
in most hbraries. Frequent use of materials in current periodi- 
cals of a general nature, as mdexed in the Readers’ Guide, is 
essential to an up-to-date understandmg of consumer problems. 
Valuable articles on many topics are available m the volumes 
of die Encyclopedia of the Social Sciences. Others are found in 
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junior encyclopedias, such as the World Boo\ and Compton's 
Pictured Encyclopedia. 

American Academy of Political and Social Science, An' 
nals. May 1934, The Ultimate Consumer, Philadelphia 
A symposium by many authonties in various fields, with 
articles on the problems and interests of consumers and 
ways of protectmg their mterests. 

American Academy of Political and Social Science, An' 
nals. May, 1937, Consumers’ Cooperation, Philadelphia 
Symposium, dealing with many aspects of the subject, by 
several authors with differing points of view. 

American Association of University Women, Consumer 
Packet, A. A. U. W., 1634 “I” St., N.W., Washington, 
D. C. 

Contains “Scientific Consumer Purchasing,” a study guide 
on buymg problems and consumer interests, and a number 
of reprints, pamphlets, and leaflets on consumer problems. 
American Home Economics Association, 620 Mills Bldg., 
Washington, D. C., Consumer Purchasing Leaflets Single 
copies It each 

No. 1 : When you Buy Sheets 
No. 2: When you Buy Blankets 
No. 3: When you Buy a Refngerator 
No. 4: When you Buy Hosiery 
No. 5- When you Buy Cutlery 
American Medical Association, T^ostrums and Quackery 
and Pseudo'Medicine, Arthur J. Cramp (Editor), Vol. 
Ill, 1936 

Material from articles m A. M. A. publications. 

Arnold, Mary E., The Story of Tom\insville, The Cooper' 
ative League, N. Y., 1940 

Interestmg, simply'Written story of the cooperative hous' 
mg project carried out by miners in Nova Scotia, told by 
the woman who guided and assisted them. 
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Baker, Jacob, Cooperative Enterprise, Vanguard, N. Y., 1937 
A good account of what cooperatives are, what they try 
to accomphsh, and how they are succeeding, based on 
American as well as European experience. 

Baker, Jacob, and others. Cooperative Enterprise in Europe, 
Superintendent of Documents, Washington, D. G., 1937 
Report of the President’s Committee of Inquiry. General 
discussion of progress, accomplishments, and limitations 
of cooperatives in many European countries; and specific 
accounts of several of the more outstandmg organisations. 
Better Business Bureaus, Facts Booklets. 

Most large cities have Better Business Bureaus which dis' 
tribute, free on request, booklets on a number of subjects 
relating to protection of consumers. Typical of these titles 
are “Facts You Should Know About Savings,” and “Facts 
You Should Know About Schemes.” 

Brindze, Ruth, How to Spend Money, Vanguard, N. Y., 

1935 

A readable, practical guide to everyday buying problems. 
Brindze, Ruth, Johnnie Get Our Money’s Worth — and Jane 
Too, Vanguard, N. Y., 1938 

Information on buying products usually purchased by 
boys and girls, written for them in an interestmg style. 
Well illustrated. Includes discussion of advertising and 
other busmess practices. 

Brown, Martin W., Davis, Michael M., and Hirsh, Joseph 
(editors) ?{ew Plans of Medical Service, Bureau of Co' 
operative Medicme, 5 E. 57th St., N. Y., 1940 
Revision of a pamphlet with the same title published in 

1936 by the Juhus Rosenwald fund. An up-to-date ac- 
count of current experiments in group medical care. 

Building America Series, Americana Corporation, 2 W. 45th 
St., N. Y. 

Photographic magazine of modem problems, by the So- 
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ciety for Curriculum Study, 425 W. 123d St., N. Y, 
Separate issues on “We Consumers,” “Housing,” “Food,” 
“Health,” “Power,” “Clothing.” See current hst. 

Bureau of Cooperative Medicine, 5 E. 57th St , N. Y., 

N. Y. 

Publishes a number of pamphlets relatmg to the problems 
of medical care. Information available on request. 

Bureau of Labor Statistics, U S. Dept, of Labor, Con' 
sumers’ Cooperation in the United States, Government 
Prmtmg Office, Washington, D. C. 

Most complete survey of cooperatives in this country, by 
Florence E. Parker 

Chamber of Commerce of the U. S., Domestic Distribu' 
tion Department Committee, Cooperative Business En' 
terprises Operated by Consumers, 1936, Free. 

The committee reports on objectives and characteristics 
of consumer cooperatives, factors mfluencing them de^ 
velopment, and gives its statement of business pohcy with 
respect to cooperatives. 

Chase, Stuart, and Schlink, F. J., Tour Money’s Worth, 
Macmillan, N. Y., 1931 

Problems and difficulties faced by consumers in gettmg 
good values for their money. 

Childs, Marquis, Sweden. The Muddle 'Way, Yale Uni- 
versity Press, New Haven, Connecticut, 1936 
Economic and politiCcd democracy in Sweden, and the part 
played by cooperatives, governmental pohcies, farmer, 
labor, and educational organisations. 

CoADY, M. M., Masters of Their Own Destiny, Harper, N. Y., 
1939 (Special Cooperative League Edition) 

Methods and accomplishments of the people of Nova 
Scotia m their attempts, led by St. Francis Xavier Uni- 
versity, to improve social and economic conditions through 
adult education and cooperation. 
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Cowling, Ellis, Co-operatives in America, Coward'McCann, 
N. Y. 1938 

An easily-read account by a man who has had many years 
of first-hand experience m cooperative organi 2 iations. Good 
presentation of arguments in favor of cooperatives. 
Daniels, John, Cooperation — An American Way, .Covici, 
Friede, N. Y., 1938 

Emphasises cooperatives as an American development 
arismg out of American needs. History and present 
achievements. 

Earle, Alice M., Home Life in Colonial Days, MacmiUan, 
N. Y., 1898 

Ephraim, Jerome W., Ta\e Care of Yourself, Simon and 
Schuster, N. Y., 1937 

How to buy and to use home remedies, cosmetics, soap, 
dentifrices and other products, and what to expect from 
them use. 

Farm Credit Administration, Credit Union Section, Wash- 
mgton, D. C. 

Distributes on request material on the development of 
federal credit unions, and information on the organisa- 
tion and operation of credit unions. 

Farm Credit Administration, Information and Extension 
Division, Washington, D C. 

Circulars and leaflets regarding farmers’ cooperatives. 
Food and Drug Administration, Washmgton, D. C., No- 
tices of Judgment, Current information on violation of 
food and drug laws. 

Friend, Mata R., Earning and Spending the Family Income, 
Appleton-Century, N. Y , 1935 

Well-organised, interesting text on economic problems of 
the home, includmg those on the purchase of food, cloth- 
mg, and shelter; budgetmg, our economic system and 
standards of livmg. 
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Gordon, Leland J., Directory of Governmental Consumer 
Services and Agencies, CompJed for the Consumer Divi' 
Sion of the National Defense Commission. Free. Send 
requests for copies to the Consumer Division, National 
Defense Commission, 3000 Federal Reserve Building, 
Washington, D. C. 

Includes state and municipal as well as federal services 
and agencies. 

Goslin, Ryllis a.. Cooperatives, Headline Book No. 8, Re- 
vised, 1938. Foreign Pohcy Association, 8 W. 40th St., 
N. Y. 

A brief account of cooperative development in England, 
Denmark, Sweden, and U. S., showing both the possibili- 
ties and limitations of consumer cooperatives. 

Goslin, Ryllis and Omar, Don’t Kill the Goose, Harper, 
N. Y., 1939 

Interestmg and clear explanation of the importance of 
greater consumer purchasmg power for achievmg pros- 
perity, and a discussion of the possibihties and limitations 
of seven proposed methods of attack. Well illustrated. 
Household Finance Corporation, Educational Literature, 
919 North Michigan Ave., Chicago, Illinois 
“Money Management Bulletms” are sent free of charge. 
They mclude- 

“Money Management for Households”: budgetmg prob- 
lems handled simply and clearly. 

“Let the Women do the Work”, an amusmg but convinc- 
ing argument for mabng the wife business manager for 
the household. 

“Consumer Credit Cost Calculator”: simple way to figure 
true interest rates. 

“Stretching the Food Dollar”: how to save money on 
food bills. 



324 OUR INTERESTS AS CONSUMERS 

“Stretching the Clothing Dollar”: planning, buying, and 
care of clothing. 

“Marrying on a Small Income” 

“Better Buymanship Bulletms” are 21/2^ each. Each huh 
letm deals with wise purchasmg of one product, such 
as gloves, shoes eind stockings, furs, wool clothing, elec' 
trie vacuum cleaners, refrigerators, soap, cosmetics, 
toys, gasohne aind oil, tires, home heatmg, floor cover' 
mgs, and various foods. Write for current list. 
Johnson, Julia E., and Others, Consumers’ Cooperatives, 
H. W. Wilson Company, N. Y., 1936 
Reference Shelf Vol. 11, No. 2, debate handbook, with 
articles, references, outlines and arguments on both sides. 
Julius Rosenwald Fund, 4901 Ellis Avenue, Chicago 

Pubhshes a number of pamphlets on medical care. Inf orm 
mation on request. 

Kallet, Arthur, and Schlink, F. J., 100,000,000 Guinea 
Pigs, Vanguard, N. Y., 1933 

An account of risks to consumers resultmg from lack of 
accurate knowledge about the foods, drugs, and cosmetics 
they buy. While many abuses have been corrected since 
this book was written, it still gives a good picture of con' 
sumer problems. 

Kennedy, Ada, and Vaugn, Cora, Consumer Economics, 
Manual Arts Press, Peoria, 111., 1939 
An interestmg and authoritative text on consumer eco' 
nomic problems, mdudmg those of money and budgetmg, 
the buying of foods, clothing and shelter; and consumers’ 
problems of banking, credit, msurance and investment. 
Kenner, H. J., The Fight for Truth in Advertising, Round 
Table Press, N. Y., 1936 

An account, sponsored by the Advertising Federation of 
America and the Better Busmess Bureaus, of efforts to 
raise advertising standards. 
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Lamb, Ruth de Forest, American Chamber of Horrors, 
Farrar and Rinehart, N. Y., 1936 
The work of the Food and Drug Administration and 
specific accounts of food and drug products against which 
the -FDA has taken action. 

Matthews, J. B., Guinea Pigs T^o More, Covici, Friede, N. Y., 
1936 

Describes efiForts of consumers to protect themselves. 

National Forum, Social Problems Visualized, The National 
Forum, Chicago, 1939 

Graphic presentation, by means of colored charts and 
graphs, of findings of research and explanations by ex' 
perts of current social problems. Questions for discussion 
are raised, and references listed. Materials giving con-- 
trastmg points of view are presented. An excellent teach- 
ing aid, compiled under the direction of the National 
Forum Editorial Committee, Chester M. Kearney, Chair- 
man. 

Phillips, Mary C., SJ{in Deep, Vanguard, N. Y., 1934 
Problems m buying cosmetics and other beauty aids. 

Public Affairs Pamphlets, Public Affairs Committee, 30 Rocke- 
feller Pla2;a, N. Y., N. Y. Pamphlet series may be sub- 
scribed to. 

Pamphlets are highly recommended as short, interestmg, 
impartial summaries of important aspects of current prob- 
lems, enlivened with pictorial graphs and charts. Some 
of the pamphlets already issued, of especial value are. 
No. 1 Income and Economic Progress (Brookings) 
No. 5 Credit for Consumers 
No. 10 Dollars, Doctors and Disease 
No. 18 How We Spend Our Money 
No. 19 (Revised) Can America Build Houses? 

No. 20 Your Income and Mme 
No. 27 Who Can Afford Health? 
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No. 28 Our Taxes and What They Buy 
No. 3 1 Toward a Healthy America 
No. 32 Cooperatives m the U. S. 

No. 33 This Problem of Food 
No. 36 Debts — Good or Bad? 

No. 37 State Trade Walls 

No. 39 Loan Sharks and Their Victims 

No. 40 Cham Stores — ^Pro and Con 

No. 41 The Homes the Public Builds 

No. 44 59/ of Your $1.00 

No. 50 Credit Unions — ^The People’s Banks 

No. 51 Read Your Labels 

Randall, Harlan J., and Daggett, Clay J., Consumers' 
Cooperative Adventures, Case Studies, Whitewater Press, 
Whitewater, Wisconsin, 1936 

Factual descriptions and historical accounts of a number 
of consumer cooperative associations. 

Reich, Edward, and Siegler, Carlton J., Consumer Goods, 
American Book Co., N. Y., 1937 
A high school text containing information on the charac' 
teristics and use of everyday commodities, includmg ac' 
counts of their production and manufacture, definition 
of terms used in their description, and methods of judg^ 
ing quality. Accompanying workbook. 

Robertson, A. T., The Government at Tour Service, Hough^ 
ton Mifflm, Boston, 1939 

Interesting, practical handbook of services of the federal 
government to citmens. 

Rural Electrification Administration, Washington, 
D. C. 

The R.EA. publishes numerous pamphlets, describing 
the progress of rural electrification, discussing its prob' 
lems, and givmg useful information on the use of electricity 
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and the sdection and use of electrical fixtures and ap' 
pliances. 

Write for information regardmg current material availa^ 
ble. 

Shields^ H. G., and Wilson, W. H., Cotisumer Economic 
Problems, Southwestern Publishmg Co., N. Y , 1940 
A high school text presenting a non-technical treatment 
of busmess prmciples and applied economics from the com 
sumer point of view. 

Slattery, Harry, Rural America Lights Up, National Home 
Library Foundation, Washington, D. C., 1940 
An excellent brief account, by the Admmistrator of the 
R.E.A., of the development of rural electrification in 
the U. S., its achievements and its possible further con- 
tribution to the economic and social welfare of the con- 
sumers It serves and the well-bemg of American agricul- 
tural life. 

Temporary National Economic Committee, Hearmgs, 
Part 8, Problems of the Consumer, U. S. Government 
Prmtmg Office, Washington, 1939 
An interesting account of testimony given by housewives, 
officials, manufacturers, purchasing agents, and others 
with regard to quality, price, labeling, advertising, and 
other consumer problems. 

Tereshtenko, V J., The Problem of Cooperative Medicine, 
New York WPA, 1940, Free, on request, from the Co- 
operative Project, 625 Madison Ave., New York, N. Y 
An excellent, brief summary of the need for medical care, 
the meaning of cooperative medicme, and statements ad- 
vocating and opposmg change m the existmg system of 
medical care. It includes some data on the development 
of group health associations and a statement of specific 
advantages and disadvantages of cooperative medicme. 

U. S. Information Service, Digest of the Purposes of Fed' 
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erd Agencies. Frequently revised. OflEce of Government 
Reports, Washington, D. C. Free on request 

U. S. Government Manud, published by the OiEce of Gk)V' 
emment Reports, gives complete, accurate information on 
the organi2;ation, duties, and services of departments and 
agencies of the federal government. Annual subscription 
brmgs three editions each revised to be completely up'tO' 
date Supermtendent of Documents, Washmgton, D. C. 

Woodward, Helen, It’s an Art, Harcourt Brace, N. Y., 
1938 

An entertainmg and enlightenmg account of advertising 
practices and problems, by one who writes from first- 
hand experience. 

Zu Tavern, A. B., and Bullock, A. E., The Consumer In' 
vestigates, N. M. Rowe Co., Baltimore, 1938 
A high school text including problems m securmg con- 
sumer services such as insurance and credit, and indi- 
vidual problems of management and budgeting, as well 
as problems in securing commodities. Accompanying 
workbook. 
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Adulteration of food and drugs, 193^ 
195, 200'203, 212 
Advertisement, false, 205 
Advertising, 108' 127, appeal, 11 7' 120, 
brand names, 49' 5 4, 108' 127, con' 
sumer demands, 179, false, 204, 205, 
installment buying, 85, 86, price, 66, 

110, 127, profits. 111, 123, quality, 
112, 120, 122'127, regulation of, 
197, 203'206, saving, result, 110, 

111, “Seal of Approval,'’ 168'175, 
standards, 170, 177, use, 113'127, 
value of, 108'127 

Advertising Age, 179 
Agricultural Marketing Service, meat 
grading, 184, 207, 208 
Agriculture, U S Dept of, Bureau of 
Animal Industry, meat inspection, 
206, 207, consumer education, 163, 
eggSj grading of, 214, 215, Farmers' 
interests protected, 218, Food and 
Drug Administration, 193'203, in' 
formation office, 184, meat, grading 
of, 184, 207. 208 

Amalgamated Housing Corporation, 
255. 256 

American Association of University 
Women, consumer education, 164 
American Dental Assoaation, Council 
on Dental Therapeutics, 171 
American Farmers Mutual Automo' 
bile Insurance Company, 263, 264 
American Gas Assoaation, testing 
agency, 172, trade assoaation, 176 
American Home Economics Association, 
consumer education, 164 
American Marketing Assoaation, Co' 
op label, 254 

American Medical Assoaation, Coun' 
cil on Foods, 169' 171, Council on 
Pharmacy and Chemistry, 170, 171 


American Retail Federation, 179 
Animal Industry, Bureau of, meat in' 
spection, 184, 206, 207 
Anti'trust Division, 97, 98 
Antitrust laws, 96' 101 
Assoaated Grocery Manufacturers of 
America, 121 

Association of Approved Business Col' 
leges, 176 

Automobile insurance, 262'264 

Banks, credit, 275, 277, 279, deposits 
insured, F D I C , 183 
Better Business Bureau, 122, 125, 126, 
177, 178 

Bibhography, 3 14' 3 28 
Bituminous Coal Act, 218 
Bituminous Coal Commission, Con' 
sumers' Counsel, 218 
Brand names, advertising, 49'54, 108' 
127, definition, 44, “fair trade" 
laws, 98'101, purpose, 52, quality, 
53, 54, trade mark, Co'Op, 254 
Brands, Food and Drug Act, 193'195, 
testing, 174 
Bridge, 283 

Budget, average income, 62, definition, 
32, education, 165, 166, installment 
buying, 85, medical care, 147, 148, 
153, 271, rules, 32, 33, unemploy' 
ment, old age, 136'139 
Bureau of Standards, 55, 56 
Business Colleges, Assoaation of, 176 
Business, private, cooperatives, attitude 
toward, 302, government aid to, 
304 305, government regulations, 

attitude toward, 103, 104 
Butter, definition, 195, grading by 
government, 208, 213 
Buying, consumer education on, 26, 
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34, 35, 165, see also Budget, Prices, 
Purchasing Power 

Canned goods, grading by government, 
209, labels, 43-51, 57, 194, 254 
Carrying charges, see Installment buy- 
ing 

Census Bureau, Business, U S , 80, 8 1 
Central Cooperative Wholesale, 251 
Chain store, consumer interest in, 102- 
104 

Cham store taxes, 102-104 
Chamber of Commerce of U S , Do- 
mestic Distribution Dept Commit- 
tee, Report on Cooperatives, 302 
Charge accounts, 80-82, 274-276, 278, 
284 

Charts, Functions and Costs of Distri- 
bution, 65, Growth in the United 
States, 20, Growth of Cooperative 
Wholesale Societies, 251, Installment 
Sales, 83, Price Spreads, 70, Share 
of Retail Trade Handled by Co- 
operatives, 286, Who Lends Money 
to Consumers, 277 

Children’s Bureau, Dept of Labor, 183 
Citizens’ interests, 310-313 
Clayton Act, 97 

Cloquet Cooperative Society, 249 
Coal, see Bituminous coal 
Colleges, housing cooperatives, 257 
Committee on Costs of Medical Care, 
143-145, 155 

Committee on Distribution, Twentieth 
Century Fund, 101, 102 
Competition, advertising, 121, 204, 

chain store tax, 102-104, coopera- 
tives, 246, '“fair trade” law, 98-101, 
monopolies, 96, 97, price, 74-79, 
protection of consumers, 96, restrict- 
ing trade between states, 104, trade 
assoaations, 176 

Compulsory health insurance, 157-159 
Connecticut, food and drug acts, 212 
Conservation, 7, 8 

Consumer cooperation, definition, 227, 
234; evaluation of, 300-307, m for- 
eign countnes, 286-299, in U S , 


238-286, reasons for, 26, 31, 39, 
40, 227, 228 

Consumer Cooperatives, democratically 
controlled, 230-236, 241, 243, 247, 

263, 265, 271, 272, 274, m U. S„ 
227-272, see also Cooperatives 

Consumer credit, see Credit; 

Consumer education, 161-175, 233, 

242, 252, see also Education 

Consumer Education Association, 164, 

165 

Consumer interests, advertising, 108- 
127, 179, 204, 205, chain store, 
102-104, cooperatives, 227-307, 
credit, 274-284, Defense Commis- 
sion, National, 219, education to 
understand, 161-167, 242, 252, gov- 
ernment, 182-224, grade labehng of 
canned goods, 49, 254, health in- 
surance, 152-159, 265-272, industry, 
effect on, 24, 25, insurance, 136-139, 
152-159, 183, 187, 188, 240, 241, 

243, 258-272, 283, in U. S . 310- 
313, labels, 43-51, 54, 57, 161, 164, 
176, 193, 194, 197-203, 206-208, 
254, labels, cooperatives, 47, 254, 
movement of, 1, 28, 29, pioneer and 
present day, 10, Protection Ameri- 
can Medical Association, 170, l7l, 
Better Business Bureaus, 177, 178, 
fire insurance, 240, 241, 243, 258- 

264, government, 16, 17, 27, 39-42, 
45, 57, 58, 69, 135-141, 145-152, 
166, 167, 182-209, 219-224, health 
insurance, 152-159, 265-272, trade 
associations, 176, relationship to pro- 
ducers’ interests, 7, 310-313, services, 
educational, 5, 6, 134, health, 5, 6, 
27, 141-159, public utilities, 130-134, 
recreation, 4, 5, 135, rural electrifica- 
tion, 272-274, security, 135-140, 
tanff, effect of, 1-4, taxes, 90-95, 
testing of products, 167-175 

Consumer problems, 8, 10, 31, 161, 
219-224, 310-313, see also Consumer 
interests, Needs of consumer 

Consumer-Retailer Council, National, 
180 
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Consiimer welfare, see Consumer in- 
terests 

Consumers Cooperative Association of 
North Kansas City, Missouri, 248 
Consumers' Counsel of AAA, 164, 
184 

Consumers' Counsel, Bituminous Coal 
Commission, 218 
Consumers' Guide, 3, 76, 184 
Consumers’ Project, Dept of Labor, 
184 

Consumers' Research, 172 
Consumers Union, 172 
Consumption, fields of, 4-6, in early 
American life, 10 

Contracts, see Installment buying. In- 
surance 

Cooperation, pioneer life, 14, see also 
Consumers cooperation 
Cooperative health assoaations, princi- 
ples insuring best medical service, 
269-272 

Cooperative Housing Assoaation, 257, 
258 

Cooperative Insurance Mutual, 263, 
264 

Cooperative League of U S A, 241, 

242, 305 

Cooperative movement, 301 
Cooperative Publishing Association, 
252 

Cooperative wholesale soaeties, growth 
of, chart showing, 251 
Cooperative Youth League, 252 
Cooperatives, competition, 246, cor- 
porations, compared, 235-237, credit 
unions, 280-284, definition, 227, 234, 
democratic solution consumer needs, 

243, democratically controlled, 230- 
236, 241, 243, 247, 263, 265, 271, 
272, 274, Electric, 132, electrifica- 
tion, rural, 272-274, grocery stores, 
249, health insurance, 265-272, 
home building, 257, 258, housing, 
255-258, housing in Canada, 298, 
299, in Canada, 297, 298, in Den- 
mark, 294, in England, 228-234, 
287, in European countries, 286-296, 
in Finland, 295, in Great Britain, 


286-290, in Iceland, 295, 296, in 
Latin America, 296, 297, in Scot- 
land, 287, in Sweden, 290-294, in 
U S, 238-286, Insurance Great 
Britain, 289, health, 265-272, hos- 
pital care, 154-159, mutual, 240, 
241, 243, 258-264, Sweden, 293, 
interest rate, 232, 236, 237, interna- 
tional movement, 287, 288, 296, 299, 
label, 47, 254, 306, label, sample 
canned food, 47, medical care in- 
surance, 265-272, oil associations, 
243-249, petroleum products, 243- 
249, Producers Finland, 295, 
Sweden, 292, 293; purpose, 41, 237, 
238; quality, 306; rationing system. 
Great Britain, 290, reason for, 227, 
228, retail, 238-240, 242, 249-252 
Finland, 295, Great Britain, 288, 
289; Rochdale, 228-230, Rochdale 
prmaples, 230-234, rural electrifica- 
tion, 189, 192, 272-274, soaalism, 
compared, 305, telephone companies, 
mutual, 132, wholesale, 241, 242, 
247, 250-254, 263, 264 Finland, 
295, Great Britain, 287, 288, inter- 
national soaety, 300, Sweden, 292, 
293 

Corporations, cooperatives, compared, 
235-237 

Cosmetics, advertising regulated, 204, 
government regulation, 196, 199, 
200, 203, 204 

Cost, see Pnce 

Cost of distnbution, advertising, 108- 
127, chain stores, 102-104, credit, 
80-87, definition, 63-66, milk, 68- 
79, monopolies, 75-79, profits, 67, 
68, retail dealer, 79-90, services, 79- 
90, taxes, 90-95 

Cost of living, average income, 62, 
budget, 166, sales tax, 92, tariff, 
2, 3, 106 

Cost of production, definition, 63, 64 

Council on Dental Therapeutics, 
American Dental Assoaation, 171 

Council on Food, American Medical 
Association, 169-171 
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Council on Pharmacy and Chemistry, 
Amencan Medical Assoaation, 170' 
171 

Credit, charge accounts, 274'276, 278, 
284, factors in determining use of, 
34, 35, installment buying, 274-276, 

278, 284, interest rates, 276, 278, 

279, 281, 284, lending agencies, 
chart, 277, price, 80-87, 276, types 
of, 80-87, goods purchased on, 80, 
use of, wise, 34, 35 

Credit Union National Association, 
282 

Credit Union National Extension Bu- 
reau, 282 

Credit Unions, 280-284 
Cuna Mutual Society, 283 
Cuna Supply Cooperative, 283 

Dairy Industry, Bureau of, 184, 209 
Defense Commission, National, 219 
Defense of American democracy, 310- 
313 

Democracy, choice of goods and serv- 
ices in, 33, 34, 35, 36, consumers'* 
interests in, 310-313, consumer prob- 
lems in, 8, 29, cooperatives, evalua- 
tion of, 300-307, defense of, 310- 
313, government and consumers in, 
182-224, methods of solving con- 
sumers'* problem in, 40-42, principles 
of, control cooperatives, 230-236, 
241, 243, 247, 263, 265, 271, 272, 
274, pubhc mediane in, decision on, 
150, 159, Rochdale principle, 230- 
234 

Denmark, see Cooperatives 
Dental Association, American, 17 1 
Dental services, 141-148 
Depression, effect of, on consumer, 25, 
28, England, 1840-50, Rochdale (co- 
operative), 228-234, prices, 62 
Distribution, cost, 63-66, 68-127, func- 
tions and costs, chart, 65, mass, 103, 
workers, 20 

Division of labor (specialuation), 20, 
21 


Drugs, advertising regulated, 204, 205, 
adulteration of, 193-195, 200-203, 
labels, 199, see also Food and Drugs 
Duty, see Tariff 

Eastern Cooperative "Wholesale, 252, 
253 

Economic insecurity, effect .on con- 
sumer, 136 

Economy Mutual Health Assoaation, 
267, 268 

Education, consumption of, 5, 6, 134, 
Consumer, 161-175 Canada, 297, 
298, Central Cooperative Wholesale, 
252, Cooperative League, 242, Co- 
operative Youth League, 252, Den- 
mark, Danish Folk Schools, 294, 
England, 233, Sweden, 293 
Eggs, grading of, 214, 215 
Electriaty, see Rural electrification. 
Utilities, public 

England, cooperative movement, Roch- 
dale, 228-234, see also Cooperatives 
Equitable Society of Rochdale Pioneers, 
229 

‘Tact Booklets’' (Better Business Bu- 
reaus), 178 

Factory, see Industrial revolution 
“Fair trade” laws, prices, 98-101 
Farm Bureau Mutual Auto Insurance 
Company, 264 

Farm Credit Administration, 280 
Farmers’ cooperatives, Grange, 239, 
240, mutual insurance, 240, 241, 
243, 259, oil association, 243, rural 
electrification, 188-192, 272-274 
Farmers’ marketing cooperatives, Den- 
mark, 294 

Farmers’ mutual insurance companies, 
240, 241, 243 

Farmers’ Union Cooperative Health As- 
sociation, 156 

Farmers’ Union Cooperative Hospital 
Association, 268 

Farmington Mutual Fire Insurance 
Company, 259, 260 
Federal Credit Union Act, 282 
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Federal Deposit Insurance Corporation, 
183 

Federal Housing Administration, 187, 
188, 258 

Federal Trade Commission, advertising, 
169, 204, 205, milk, cost of distn^ 
bution, 7-1, 72, 76^78, pnce fixing, 
97, 99, 

Federation of Business and Professional 
Women's Clubs, national consumer 
education, 164 

Fields of consumption, definition, 4^6 
Filene, Edward A , 282 
Finance companies, personal, 278^279 
Finland, influence on cooperatives in 
U S , 249 

Fire and storm insurance, mutual (co^ 
operative), 240, 241, 243, 258-264 
Fire protection, 15, 183 
Food and Drug Act, Pure, 192-203 
Food and Drug Administration, 193- 
203 

Food and drug laws, 39, 58, 69, 104, 
192-205, 211-216, 221 
Food and drugs, advertising regulated, 
204, 205, eggs, grading of, 214, 
215, meat, grading of, 207, 208, 
meat inspection, 206, 207, milk, 68- 
79, 209, see also Goods 
Food, Counal on, A M A, 169-171 
Foreign countries, cooperatives, 286- 
299 

Forgotten man, 1, 2 
Franchises, see Monopolies 
Fraud, advertising, 114-117, 126, 127, 
204-206, Better Business Bureaus, 
177, 178, drugs and medianes, 170, 
171, mails, use of, 185, 186, meth- 
ods, common, 38, 39, pioneer life, 
16, 17, stocks and bonds, 206 
Friendly Soaety for a Mutual Insur- 
ing of their Houses against Fire, 
259 

Gasohne, see Oil, Petroleum 
General Federation of Women's Clubs, 
consumer education, 163, 164 


Goods, buying, 165, canned, 43-51, 
57, 194, 209, 254, choice of, 33-36, 
114, 115, 127, 161, consumers, 4, 5, 
31, 33, cooperatives, 227-258, 

credit, 274-284, grading of, 48-51, 
57, 209, 214-216, 254, income, re- 
lation to consumption, 31-36, labels, 
43-51, 57, 194, 254, quality m 
pioneer hfe, 16, testing of, 167-175 
Government, consumers, aid to, 182- 
209, cooperatives, aid to, 303-305, 
private business, aid to, 304, 305, 
public mediane, 148-153 
Government protection to consumer, 
16, 17, 27, 39-42, 45, 57, 58, 69, 
135-141, 145-152, 166, 167, 182- 
224 

Government regulations, 217-224, ad- 
vertising, 197, 203-206, attitude of 
business, 103, 104, food, drugs, cos- 
metics, 193-203, 206, 207, health, 
141, 149, 185, 186, 192-205, 209, 
labels, 193, 194, 197-203, 206-208, 
212, 213, 217, local, 209-217. quar- 
antine, 104, state, 209-217, uni- 
formity, 220, utilities, 131-134 
Government, service for consumers, 
14, 15, 45, 46, 48, 49, 55, 56, 90- 
95, 134, 135, 182-224, 272-274 
Grade labels, see Labels 
Grange, 239, 240 
Great Bntain, see Cooperatives 
Group Health Assoaation in Wash- 
ington, D. C , 156, 266, 267 
Group Health Mutual, 266, 267 
Group insurance, hospital and medical 
care, 154-159, 266, 267 
Guild system, 22 

Health, cooperatives, 265-272, insur- 
ance, 152-259, 266, 267, Post Office 
Department, 185, 186, Pure Food 
and Drug Act, 192-205; services 
for, 5. 6, 27, 141 

Health, State Department, Maine, 212 
Health service, public, 186, 209 
Home building cooperatives, 257, 258 
Home Economics Assoaation, Amen- 
can consumer education, 164 
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Home Economics Bureau, 184 

Housing Administration, Federal, 187, 
188, 258 

Housing assoaations, cooperatives, 255^ 
258 

Housing, cooperative, Canada, 298, 299 

Hygeia, 171 

Income, relation to consumption, 7, 
Sl'36, typical American family, 62, 
see Budget 

Industrial banking companies. 111 

Industrial revolution, 12^23, effects on 
consumers, 17, England, in, 18, 22, 
factory, 18, 19, United States, in, 
21^23 

Installment buying, 80, 83*'87, 274^276, 
278, 284 

Institute for Consumer Education, 165 

Insurance, cooperatives, 258^264, 266< 
272, economic insecurity, 136H39, 
federal deposit insurance corpora^ 
tion, 183, Federal Housing Adminis*- 
tration, 187, 188, Great Britain, 289, 
health (hospital and medical care), 
15 2- 15 9, 266''272, ‘'’merit rating,” 
260, Sweden, 293 

Insurance, mutual, cooperative, 240, 
241, 243, 258^272, credit union 
members, 283, farmers' and town' 
ship mutuals, 240, 241, 243, 258' 
264, health, 265'272 

Interest rate, charge accounts, 276, 

278, 279, 281, 284, cooperatives, 
232, 236, 237, credit, 276, 278, 

279, 281, 284, credit unions, 280, 
281, 284, installment buying, 276, 
278, 279, 281, 284 

Interests of Consumer, see Consumer 
interests 

Inter'Mountam Consumers’ Service, 
172 

International Cooperative Alliance, 
288, 296, 299 

International Cooperative Wholesale, 
300 

International Labor Office, 291 


Justice, Department of, Anti'trust 
Division, 97, 98 

King, Dr William, cooperatives, 229 
Kings County Medical Service Bu' 
reau, Seattle, Washington, medical 
care insurance, 156 

Labels, aid to consumer, *54, 254, 
canned goods, 43'5l, 57, 254, co' 
operatives, 47, 254, 306, cosmetics, 
212, descriptive, 46, 47, 50, 51, 
254, grade, 46'5l, 57, 180, 206' 
208, informative, 161, 164, miS' 
branding, 193, 194, 200'203, l<lew 
England Quality Label, 216, Pure 
Food and Drug Act, 193, 194, 197' 
203, sample Co'Op, 47, state regula' 
tions, 212, 213, 217, trade associa' 
tions, 176 

Labor, Department of. Children’s Bu' 
reau, 183, labor’s interests protected, 
218 

Labor, International Office, 291 
Labor Statistics, Bureau of, consumers’ 
cooperatives, 284, consumers’ proj' 
ects, 184, cooperative wholesales, 
253, housing, cooperative, 255 
Latin America, see Cooperatives 
Laws, see Legislation 
League of Women Voters, consumer 
education, 164, Pure Food and Drug 
Act, 203 

Legislation, antitrust laws, 96'101, 
Bituminous Coal Act, 218, butter, 
legislation regulating, 213, “fair 
trade” laws, 98'101, Connecticut 
Food and Drug Act, 212, Credit 
Union Act, Federal, 282, Clayton 
Act, 97, food and drug laws, 39, 
58, 69, 104, 192'205, 211'216, 225; 
local and state, 209'217, Maine, 
legislation regulating cosmetics, 212, 
monopoly, 96'98, North Dakota food 
and drug acts, 213, Oregon, legiS' 
lation regulating butter, 213, Sher' 
man Anti'trust Law, 96, 99, Soaal 
Security Act, 139, 140, Wheeler' 
Lea Act, 204, 205 
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Loan companies, 111 
Loan sharks, 277, 278, 279 
Local laws, consumer interests, 209' 
217 

“Loss leader"” prices, 100 

Magazines, testing institutes, 168, 169 
Maine, legislation regulating cosmetics, 
212 ’ 

Manufacturers, see Producers 
Marketing Association, American, 254 
Mass distribution, chain store, 103 
Mass production, 19, 222 
Meat, grading by government, 207, 
208 

Meat Inspection Act, 206, 207 
Medical Association, American, 169' 
171 

Medical Care, Committee on Costs of, 
143'145, 155 

Medical care, consumer of, 5, 141' 
148, 158, 159, cooperatives, 265'272, 
insurance, 15 2' 159, public medicine, 
148'152 

Mediane, see Drugs 
Medicine, cooperative, 269'272 
Medicine, public, 148'152 
Midland Cooperative Wholesale, 247 
Milk, distribution cost, study of, 68'79, 
standard ordinance, 209 
Misrepresentation, see Fraud 
Monopolies, capitalistic, 76, definition, 
74'78, legal — copyrights and pat' 
ents, franchises, 75, 76, legislation, 
96'98, natural, 75, 76, price, 74'79, 
96'98, Sweden, 292, utilities, pub' 
he, 75, 131'134 

Mutual insurance, see Insurance 

National Canners Association, 50, 51 
National Congress of Parents and 
Teachers, consumer education, 164 
National Consumer'Retailer Council, 
180 

National Cooperatives, Inc, 253, 254 
National Defense Commission, con' 
sumer interests, 219 
National League of Women Voters, 
consumer education and welfare, 164 


National Resources Committee, 62 
Needs of consumer, cooperatives, 227, 
228, 240, 244, 249, 258, 265, 272, 
280, credit, 274'279, 28^, Great 
Britain, 289, recognition of, 23, 
24, 27, 28, 95, 179, 180, 182, 187, 
191, services, 130 159 solution of, 
310'313, state and local laws, 211, 
217'224, Sweden, 294 
New England Council, 217 
J^ew England Quality Label, 216 
North Dakota, food and drug acts, 213 

Ohio Farm Bureau Federation, 264 
Oil association, cooperative, 243 '249 
Oklahoma Farmers Union, 269 
Oregon, legislation regulating butter, 
213 

Owen, Robert, 229 

Parents and Teachers, National Con' 
gress, consumer education, 164 
Patent medicines, 147, 194, 197, 198 
Patronage dividend and refund, 232, 
237, 238, 239, 247, 251, 256, 261, 
262 

Patrons of Husbandry, 239 
Pawn brokers, 277, 278 
Personal finance companies, 278, 279 
Petroleum products, cooperatives, 243' 
249 

Philadelphia Contributionship, 259 
Population increase, growth, 20 
Post Office Department, 15, 183, 185, 
186 

Postal System, U S , 223 
Preventive medicine, 270, 271 
Price fixing, Anti'trust laws, 96'101, 
“fair trade” laws, 98'101 
Price spreads, chart, 70 
Price wars, 246 

Prices, charge accounts, 276, competi' 
tion, 7 4' 79, consumer interest in, 
23, 25, 28, 29, 61'63, 161, cO' 
operatives, 233, Great Britain, 290, 
Sweden, 290'294, credit, 276, defini' 
tion, 63, determining factors, 63' 
127, fair price, 39, 40, 61'127, im 
stallment buying, 276, “loss leaders,” 



336 


INDEX 


100, lower, need for, 61-63, 105, 
106, products, rating of, 173, qual- 
ity (relationship), 45, 46, 53, 54, 
61, tariff, 2, 3, 39, 40, 93-95, utili- 
ties, 133, 134, World War, 244 
Printers’ In\, 177 

Problems of consumers, 8, 10, 31, 161, 
219-224, 310-313, see also Consumer 
interests 

Producers (manufacturers), advertis- 
ing, 108-127, brand names, 44, 49-54, 
consumer demands, 28, consumer 
interests, 310-313, cooperatives Fin- 
land, 295, Sweden, 292, 293, defini- 
tion of, 6, 7, prices, 63, standards, 
U S (List of manufacturers who 
meet U S Standards), 56, 57 
Production, change from home to fac- 
tory, 12-18, cost, 63, 64, home, 10- 
18, industrial revolution, 12, pioneer 
hfe, 10-18 

Production, mass, 19, 222 
Production workers, 20 
Products, adulteration of, 193-195, 
200-203, Co-op, 254, grading of, 48- 
51, 57, 209, 214-216, 254, testing 
of, 167-175, see also Goods 
Profits, advertising, 111, 123, co- 

operatives, 231, 232, 237, 261, 273, 
274, Corporations, 236, 237, defini- 
tion, 64, 66-68, monopoly, 78, tanff, 
93 

Protection, consumer, American Medi- 
cal Assoaation, 170-171, Better 
Business Bureaus, 177, 178, competi- 
tion, 96, insurance, 136-139, 152- 
159, 183, 187, 188, 240-243, 258- 
264, 266-272, health, 5, 6, 27, 141, 
152-159, 185, 186, 192-205, 265- 
272, trade associations, 176, see also 
Government 

Public Health Service, 27, 186, 209 
Public medicine, 148-152 
Public utilities, 131-134 
Purchasing agency for cooperatives, 
Central National Cooperatives, Inc , 
253, 254 

Purchasing power, inci eased by co- 
operatives, Sweden, 294, lower 


pnees, 61-63, 105, 106, sales tax, 92; 
use of, 25-26 

Pure Food and Drug Act, 45, 192- 
203 

Quality, advertising, 112, 120, 122- 
127, chain store, 102-104, consumer 
interest in, 18, 19, 23, *25, 28, 29, 
61-63, cooperatives, 306, determina- 
tion of, 36, 37, 43-58, information 
on, 43-58, 254, labels, 43-58, 254, 
pioneer life, 16, pnee, relationship, 
45, 46, 53, 54, 61, problem of se- 
cunng, 36-37, 43-58, 161; testing 
agencies, 167-175 

Rating products, 172-175 
Reconstruction Finance Corporation, 
304 

Recreation, consumption of, 4, 5, 135 
References, 314-328 
Regulations, see Government regula- 
tions, Legislation 

Research, consumers'* testing and rating 
agency, 172 

Retail credit association, 81 
Retail cooperatives, 238-240, 242, 249- 
252, 302, Finland, 295 
Retail dealers, consumer, relationship, 
179, 180, cost of distribution, 65, 
66, 79-90, credit, 80-87, services, 
79-90, testing agency, 171 
Retail Federation, American, 179 
Retail societies, Great Britain, 288, 
289 

Retail stores, cooperative, 238-240, 242, 
249-252, 302 

Review of International Cooperation, 
299, 300 

Rochdale Cooperative, 228-234 
Ross Federal Research Corporation, 306 
Ross-Loos Medical Group, 155, 156 
Rural electrification, 188-192 
Rural Electrification Administration, 
189-192, 272-274 

Rural electrification cooperatives, 272- 
274 
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Sales Management, 306 
Sales tax, 90'92 

Savings, 2, 3, 7, 8, 56, 110, 111, 137, 
205, 206, 245, 246, 250, 258, 260^ 
262, 271, 276, 280, 284 
Savings and loan assoaation, F D I C , 
183 

Schools, consumer education, 162 
Scotland, sec Cooperatives 
“Seal of acceptance" and “seal of 
approval," 168- 175 

Securities and Exchange Commission, 
206 

Securities laws, 39, 206 
Security, 1 35^140 

Services, advertising, 108'127, choice 
of, 33'36, 161, 167, 168, 173; co^ 
operatives, 227, 258''284, credit, 274^ 
284, definition of services consumed, 
4-6, 8, 14, 31, 33, pioneer hfe, 14- 
17, retail dealer, 79-90, utilities, 
pubhc, 131-134, see also Govern- 
ment Services to consumer, Health, 
Insurance 

Sherman Anti-trust Law, 96, 99 
Slater, Samuel, 22 

Socialism, cooperatives, compared, 305 
Soaal security, 138-140 
Soaal Secunty Act, 139, 140 
Specialization, 20, 21 
Specifications, see Standards 
Standard of hvmg, 1, 19, 28, 29, 41, 
42, 105, 106, 108, 114, 228, 234, 
Denmark, 294, Sweden, 291, 293 
Standards, advertising standard prod- 
ucts, 123, 126, cooperatives, 252, 
253, grading, 45-49, 69, 207, 208, 
214-216, Rochdale Cooperative, 233, 
safety, 58, 69, state laws, 214, 216, 
testing products, 168, 173, trade as- 
soaations, 176, U S Government, 
55, 56, 183, 184, 187, 190, 194, 
206-209 

Standards, Bureau of, 55, 56 
Standards for advertising, 170, 177 
Standards of Weights and Measures, 
16, 17 

State laws, consumer interests, 209-217 
Sweden, see Cooperatives 
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Table showing terms used to descnbe 
eggs, 215 

Tanfi, 1-3, 39-41, 93-95, 304 
Taxes, chain store, 102-104; medical 
services, 145, 146, 149, price, 90-95, 
social secunty, 138, 139 
Taxes, sales, 90-92 

Testing agenaes, cooperatives, 252, 
253, examination of products, 167- 
175, retailers, 180, state, 212-216 
Testing institutes, 168, 169 
Township mutual insurance, 240, 241, 
243, 258-264 

Trade, see Competition, Monopoly 
Trade assoaations, definition, 176, 
labels, 57, retail dealers, 27, 179, 180 
Trade Commission, Federal, see Fed- 
eral Trade Commission 
Trade mark. Co-op, 254, see also Brand 
names 

Transportation, needs of consumer, 
221-223, price, relation to. 18, 64, 
70-74, 105 

Underwriters’ Laboratories, Inc, test- 
ing agency, 172 

Unemployment, compensation, 139, se- 
curity against, 136-139 
Umon shops (cooperative stores), 229 
Umted States Government Agenaes, 
Agnculture, Department of, 163, 
184, 193-203, 206, 207, 208, 218, 
Agncultural Marketing Service, 184, 
207, 208, Ammal Industry, Bureau 
of, 206, 207, Anti-trust Division of 
Department of Justice, 97-98, Bu- 
reau of Home Economics, 184, Bu- 
reau of Labor Statistics, 184, 253, 
255, 284, Bureau of Standards, 55, 
56, Census Bureau, Business, 80, 81, 
Children’s Bureau, 183, Consumers’ 
Counsel of AAA, 164, 184, Con- 
sumers’ Counsel of Bituminous Coal 
Commission, 218, Farm Credit Ad- 
ministration, 280, Federal Deposit 
Insurance Corporation, 183, Federal 
Housing Administration, 187, 188, 
258, Federal Trade Commission, 71, 
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72, 76^78, 97, 99, 169, 204, 205, 
Food and Drug Administration, 
19S-203; Labor, Department of, 184, 
National Defense Commission, 219, 
Post Office Department, 15, 183, 
185, 186, Public Health Service, 
27, 186, 209, Rural Electnfication 
Administration, 189'* 192, 272^274, 
Securities and Exchange Commission, 
206, see also Government and Legist 
lation 

Union shops (cooperative stores), 229 
Universities, housing cooperatives, 257 
Utilities, public, 131434, rural electri- 
fication, 189, 191, 192, 272-274 


Volume of goods, growth in, 20 
Voluntary health insurance, 152-159 
Vote (with our dollars), 25, 26, 300 

Warbasse, Dr J P , 242 
Welfare of consumer, see Consumer 
interests 

Wheeler-Lea Act, 204, 205 
Wholesale cooperatives, 241, 242, 247, 
250-254, 263, 264, England, 287, 
Finland, 295, Great Britain, 287, 
288, international society, 300, Scot- 
land, 287, Sweden, 292, 293 
Women’s Cooperative Guilds, 252 
Workingmen’s Protective Union (co- 
operative, early), 238, 240 



